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Abstract
The association between entrepreneurial activity and economic growth appears to be robust: the
source of half of job creation emanates from new ventures which, in addition, are a source of technical
and market innovation as well as higher labor productivity (Gartner, Shaver, Carter, & Reynolds, 2004).
Also, there is a growing percentage of ethnic entrepreneurship in immigrant receiving metropolitan
areas, and marginal economic conditions, often experienced by immigrants, increase self-employment.
According to the U.S. Census Bureau: “By 2010, Hispanics will be the largest minority group in the U.S
with more than 20% of the nation’s population” and “minorities, now roughly 1/3 of the population, are
expected to be a majority in 2042, with the nation projected to be a 54% minority in 2050.”, hence the
combined importance of researching antecedents and outcomes of immigrant entrepreneurship.
At the Kauffman Symposium on Entrepreneurship and Innovation Data, the following topics
have been identified as underutilized in the Panel Study of Entrepreneurial Dynamics (PSED): (1)
factors affecting outcome status, and (2) new firm creation versus disengagement. The purpose of this
dissertation is to explore such outcomes by identifying similarities and differences among new venture
creation from entrepreneurs of various origins operating in the U.S. More precisely, we develop three
different research questions in three related essays: (1) What may influence immigrants’ decision to get
involved in a start-up? (2) Is it possible to predict new venture terminations from the origin of the
entrepreneur(s)? (3) Do strategies employed in new ventures differ across entrepreneurs’ origins?
First, the theoretical paper designs a framework of analysis of immigrant entrepreneurs and
presents a new construct with a potential for a new stream of research. Second, the underlying theory
used for the two empirical papers is upper echelon theory, as we propose to analyze the entrepreneurial
founding team (EFT) involved in the start-up as we would of a top management team (TMT).
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Essay #1: Migration and Entrepreneurship: A Framework of Analysis

Introduction
Heavy migration of populations from developing to developed countries has created a different
pattern of entrepreneurship as a means of integrating new migrants. Bull and Winter (1991) found that
economic development is generally accelerated within regions experiencing positive net migration, and
Hammarstedt (2001) notes that such migration creates a higher propensity to start businesses (Chrisman,
Chua and Steier 2002). The choice of entering a company’s workforce or creating one’s own business is
influenced by the migrant’s background and the host environment; therefore a natural question follows:
what are the determinants of entrepreneurial decision-making of immigrants?
Three major types of antecedents are known for their direct influence on entrepreneurial decision
making: the individual’s entrepreneurial orientation, the presence of economic opportunities, and the
socio-cultural characteristics of the environment. Entrepreneurs’ characteristics, background, and
cognition are known to influence entrepreneurial behavior in both entrepreneurial intentions and further
decision-making processes. Also, economic opportunities in the host environment trigger entrepreneurial
activities (Light & Sanchez, 1987; Shane & Venkataraman, 2000; Oviatt & McDougall, 2005).
Additionally, socio-cultural characteristics, such as the national culture of immigrant entrepreneurs, have
been found to have an influence on their entrepreneurial orientations and activities (Busenitz & Lau,
1996; Knight, 1997; Tiessen, 1997). Noticeably, Hofstede’s dimensions of national culture alone do not
explain cross-national differences in entrepreneurial orientations (Busenitz, Gomez & Spencer, 2000).
Would there be a mechanism that would better explain how the relationships function?
Managerial perceptions of the environment are shown to influence strategic decision making
(Duncan, 1972; Isabella & Maddock, 1994; Parnell & Meneffee, 1997). Accordingly, we believe that the
relationship between the three major antecedents and entrepreneurial strategy is mediated by the way
1

immigrants perceive their host environment. The entrepreneur’s perception of the degree of uncertainty
may vary and thus explain how the three major antecedents influence entrepreneurial strategy. For
Chrisman et al. (2002), culture will influence entrepreneur’s perception about the environment, which in
turn will influence their strategic choices and the performance of their venture. Based on previous
findings in this area, a research question comes naturally to mind: What influences the entrepreneur’s
perception of the environment’s dependability?
The entrepreneurs’ home country culture is part of the explanation (Busenitz & Lau, 1996;
Knight, 1997; Tiessen, 1997). In addition, the culture and environment of the host country may also
have an influence on entrepreneurial perceptions. Moreover, the discrepancy between home and host
countries’ cultures and environments may create a perception of risk as it does for companies beginning
the internationalization process. For example, a company beginning an internationalization process is
more likely to enter a market that is “psychically close” and will progressively enter more distant
markets (Johanson & Vahlne, 1977). This article intends to show that the same pattern is likely to affect
immigrants in a new country and influence their entrepreneurial behaviors and strategic choices. We
posit that the degree of acculturation and the discrepancies between home and host environments impact
the perception of environment’s dependability through which entrepreneurial decisions are made and
propose a framework of analysis to better understand the mechanisms through which the migrant makes
entrepreneurial decisions.

Literature Review
Several migration movements have resulted in a new set of expectations of behavior of those
who migrate. The process of assimilation into the mainstream of the host culture seems to depend on
different factors: the degree of knowledge that the immigrant has of the country of destination; the
similarity between the country of origin and the country of destination regarding uses, beliefs and basic
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values; and other factors that are normally agglomerated in the concept of culture such as Hosftede’s
(1980, 2001) cultural dimensions.
Observing different streams of migration toward the United States, beginning with the main
European streams in the early 20th century or the latter migrations from Mexico through laborers in the
“Bracero” program, we note that there was a process of identification with the original group and then a
process of absorption into the main culture through education and acculturation. A question arises from
this observation: how does the degree of absorption of the host culture by the immigrants influence
entrepreneurial strategic orientations? The need for a more in depth exploration of this issue can be
found in Hayton, George and Zahra (2002) who mention that “a comprehensive theoretical model of the
association between culture and different outcomes of entrepreneurial behavior (…) that explicitly
recognizes the multiple dimensions of this outcome needs to be developed” (p.49).
The Uppsala school of thought (Johanson & Vahlne, 1977) proposed that a business beginning to
internationalize shows an incremental process of naturally entering new markets depending on the
market knowledge. Progressively entering markets from those similar or “psychically close” to more
distant ones reduces uncertainty. Looking at similar conceptual frames, we have focused on the concept
of psychic distance which is defined as the degree of uncertainty about a foreign market resulting from
cultural differences (Johanson & Vahlne, 1977). For immigrant entrepreneurs, the psychic distance
between home and host country cultures and environments may influence the same patterns of thought
in the process of creating a new business in an environment more or less unknown. Though the distance
between host and home country cultures and environment is seen through the entrepreneur’s personal
filter, a formal evaluation of these differences is rarely done.
The entrepreneur’s perception of the environment may vary and thus influence the main effects
of background and environment on decision making and entrepreneurial strategy. For Chrisman et al.
(2002), the way the entrepreneurs perceive the environment is influenced by culture and this perception
3

will in turn influence the entrepreneurs’ strategic choices and their enterprise’s performance. The
entrepreneurs’ perception may depend on the extent to which they have integrated the host culture and
how comfortable they feel about it: Hammarstedt (2004) found that “immigrants with a recent year of
immigration have a lower probability of being self-employed than individuals with an earlier year of
immigration” (immigrants are here defined as foreign born individuals). Thus, we may identify: (1)
entrepreneurial strategic decisions as being made through what we propose to be the construct of
perception of environment’s dependability defined as the perceptual process of assessment of the
environment’s risk and accessibility by the immigrant entrepreneur; (2) the construct of perception of
the environment’s dependability as being determined by the immigrant entrepreneur’s background as
well as the socio-cultural and economic characteristics of both home and host environments; (3) the
anteceding relationship defined above as being moderated by the discrepancies between home and host
country environments and by the degree of acculturation of the immigrant entrepreneur in the host
country.
A conceptual model for our propositions follows: we argue that for entrepreneurial orientations,
economic opportunity, and socio-cultural characteristics are antecedents to entrepreneurial strategy with
the presence of a moderator that is the perceptual lens through which immigrant entrepreneurs perceive
the dependability of the environment. In addition, we argue that psychic distance and the immigrant’s
link with the host culture will have various moderating effects on the immigrant entrepreneurs’
perception.
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Figure 1.1: Conceptual Model.

Theory Development
This article focuses on exploring how personal background, economic opportunity, and sociocultural characteristics predict entrepreneurial strategy through the perceptual filter of environment
dependability and in which cases these predictors are more or less strongly related to this perception of
an environment’s dependability.

5

1.1

PERCEPTION OF THE ENVIRONMENT’S DEPENDABILITY
Dependability appears to be ill-defined in business literature. The psychology literature has

identified dependability as a dimension of trust in relationships along with predictability and faith
(Rempets et al., 1985). Further applied in marketing, dependability is used as one of the perceived
brands’ traits that influence brand choice: trustworthy brands that keep their promises are perceived as
dependable (Vanhonacker, 2007). Similarly, dependability is used as a product quality measure that
influences product perception (Kardes, 1988). D’Aveni (1989, p.1134) defines a dependable
organization as “reliable with respect to meeting their exchange obligations.” Precisions on what
constitutes dependability are found in Innes and Shaker’s (2003) measure of work-related assessments.
They measure assessments’ dependability through attributes such as: consistency, reliability,
standardization, validity, structure, measurability, objectivity, reproducibility. Also, dependability of
information systems is defined by Avizienis et al. (2001) as “the ability to deliver service that can be
justifiably trusted”. The attributes they use to measure dependability are:


“Availability: readiness for correct service,



Reliability: continuity of correct service,



Safety: absence of catastrophic consequences on the user(s) and the environment,



Confidentiality: absence of unauthorized disclosure of information,



Integrity: absence of improper system state alterations,



Maintainability: ability to undergo repairs and modifications.” Avizienis et al. (2001, p.6).

We define dependability of the environment as a set of features that provide a framework for
perceiving quality in the services provided by institutions along eight dimensions: time, completeness,
courtesy, consistency, access and convenience, accuracy, and responsiveness (Evans, 2011). Assessing
the environment and measuring dependability implies developing measurement systems that have
6

relevance, congruence, timeliness, accuracy, access and capacity for analysis and interpretation
(Ibarreche, 2010). These systems will provide information on the construct of perception of
dependability of the environment based on trustworthiness, credibility, and consistency.

1.2

ENTREPRENEURIAL ORIENTATION AND PERCEPTION OF THE ENVIRONMENT
Entrepreneurial orientation is seen as a determinant in the way managers perceive environmental

uncertainty. Weaver, Dickson, Gibson and Turner (2002) support previous research findings that “more
entrepreneurially-oriented key managers tend to view the environments of their firms as holding higher
levels of uncertainty.” (p. 101). They posit that “the more entrepreneurially–oriented the manager, the
greater his/her perceptions of uncertainty.” (p.100). Entrepreneurial orientation is here defined according
to (Lumpkin & Dess, 1996) as a proclivity towards proactive, innovative and risky behavior. It is the
general individual orientation that has typically been labeled as an entrepreneurial orientation.
Another school of thought centers on entrepreneurial intention.

Bird (1988) argues for

entrepreneurial intention as a predictor of entrepreneurial activity especially in venture creation. This
intention is a function of the interaction of a person’s ‘thinking’ with the individual’s past, history,
current personality, and social and economic environment. For example: “Individuals are more likely to
pursue innovative strategies when they are younger, better educated, and less experienced (Hambrick &
Mason, 1984)” or when they “feel that they have control over their environment” (Miller, Kets de Vrie,
& Toulouse, 1982). Following the previous literature, we argue that personal characteristics, such as
demographics, internal locus of control, risk-taking propensity (Mueller, 2004), and self-efficacy
(Bandura, 1977; Boyd & Bozikis, 1994) as antecedents of entrepreneurial behaviors (Sequeira, Mueller,
& McGee, 2007) will influence the “thinking” of an immigrant entrepreneur. Thus, this “thinking” will
influence his/her perception and interpretation of the environment.

7

Proposition 1: Entrepreneurial orientation of the immigrant positively influence his/her
perception of the environment’s dependability.

1.3

ECONOMIC OPPORTUNITY AND THE PERCEPTION OF ENVIRONMENT’S DEPENDABILITY
Entrepreneurship has been seen as the behavior of individuals striving to take advantage of an

economic opportunity (Light & Sanchez, 1987; Oviatt & McDougall, 2005; Shane & Venkataraman,
2000). The economic opportunity may arise from a nascent market as suggested by concentration theory,
or from resurgent immigration initiated by societies experiencing scarcity of entrepreneurs (Light &
Sanchez, 1987). For example, restaurants, retail, and wholesale businesses are segments where
immigrant entrepreneurs are more likely to find opportunity due to lower entry barriers and progressive
replacement of indigenous enterprises (Rath & Kloosterman, 2000).
In addition, the presence of facilitating formal institutions influences the perception of
dependability of the environment. According to institutional theory, institutional environment is key in
the determination of a firm’s structure and behavior and in its survival as the firm acquires legitimacy in
the host country by conforming to the local institutional environment (Scott, 1995). Earlier, North
(1990) distinguished formal institutions formed by rules and regulations that are easily readable from
informal ones that are composed by norms and culture. Busenitz et al. (2000) measured institutional
profiles for entrepreneurship in six countries on the basis that entrepreneurial activities may reach
various level depending on differences seen in national institutions. Formal host country institutions that
facilitate entrepreneurial activities and/or the integration of immigrants have been found to have a
positive impact on entrepreneurial activity of migrant populations (Busenitz et al., 2000).
Previous research agrees on the positive influence of economic opportunities created by nascent
markets, concentration of immigrant population, scarcity of entrepreneurs, and presence of facilitating
formal institution on entrepreneurial activities (Light & Sanchez, 1987; Rath & Kloosterman, 2000). We
8

intend to show that these antecedents influence the filter through which immigrant entrepreneur will
perceive the dependability of their environment. Thus,
Proposition 2: The presence of economic opportunity has a positive influence on the immigrant
perception of the environment’s dependability.

1.4

SOCIO-CULTURAL INFLUENCES ON THE PERCEPTION OF ENVIRONMENT DEPENDABILITY
In

addition

to

economic

opportunities,

socio-cultural

characteristics

may

influence

entrepreneurship as shown by a higher rate of self-employment in foreign-born communities and, more
specifically, in some immigrant and ethnic minorities (Light & Sanchez, 1987). Previous literature
identified major antecedents to immigrant entrepreneurship: the presence of a network within the
community, the influence of the institutional environment in the host country, and the discrepancy
between home and host countries’ environments defined later as institutional distance (Boyd, 1989;
Collins, 2003; Collins, Gibson, Alcorso, Tait, & Castles, 1995; Goldberg, 1985).

1.4.1

Networks
Light , Bhachu and Karageorgis (1993) summarize the literature by showing that, “according to

network theorists, decisions to migrate or to stay, the selection of destination, and the adjustment process
at the destination are massively influenced by ethnic, kinship, workmate, neighbor, and friendship
networks in which people participate” (p. 26). Networks are a means to reducing economic risk of
immigration (Massey, 1988) by making it easier for immigrants to find housing, jobs, protection and
companionship (Lin & Dumin, 1986). Additionally, migrant networks are found most significant in the
setup and development of ethnic enterprises (Boyd, 1989) and in the concentration of migrants from
particular occupational and ecological niches in destination societies (Hugo, 1981). For example,
immigrant entrepreneurs in Australia have developed niches of enterprises according to their ethnicities
(Collins, 2003, p. 138) but most ethnic business is family business (Collins et al., 1995).
9

In the contrary, Aldrich and Waldinger (1990) summarize the literature that posits that “strong
family structure is not sufficient (…) for ethnic entrepreneurs’ success.” They cite Keefe’s (1984) study
of Mexican-Americans whose findings show that although they have a strong family structure, there is
no evidence that this is linked to business activity. Also, Chang and Cheung (1985) find no family
members as employees in Chinese businesses in Toronto. Zimmer and Aldrich (1987) find little
difference in family labor between groups of South Asian and White shopkeepers in England.
According to Light et al. (1993), initial migration may be caused by political/economic
conditions but networks expand migratory movements that become “progressively independent” of the
original causal conditions that produced them and may expand until economic saturation makes a
redirection of migration to another destination necessary. Unfortunately, this redirection process and the
choice of a new destination stays unclear (Light et al., 1993) and is not explained by network theory; but
these reallocations of migration also affect the flow of immigrant entrepreneurs (Goldberg, 1985).
Lastly, the facilitation process offered by the network at destination may not continue if an economic
saturation occurs (Light, Bernard, & Kim, 1999).

1.4.2

Informal institutions
Similarly to social networks, the presence of informal institutions in the host country seems to

influence the perception of dependability of the environment. North (1990) argues that transaction costs
are merely dictated by formal institutions, but informal institutions are able to lower transaction costs
through the sharing of a common culture. This common culture creates a competitive advantage which
translates to increased profit and long term success (Conklin Frederking, 2004) according to the degrees
of flexibility, solidarity and exchange that they create (Macneil, 1980). In the same manner, the informal
institutions created by the shared knowledge and culture of migrant population are found to facilitate
their entrepreneurial activity.
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According to the previous common knowledge that social networks influence the migration
decisions and facilitate new migrants’ introduction, and informal institutions facilitate immigrants’
entrepreneurial activities, we propose that:

Proposition 3: The presence of socio-cultural facilitators at destination increases the perception
of dependability of the environment.

1.5

THE MODERATING EFFECTS OF DISTANCE AND ACCULTURATION

1.5.1 Differences in Culture
In addition to the personal background of entrepreneurial managers, national culture has been
found to influence entrepreneurship in various ways (Hayton et al., 2002). Some of the cultural
dimensions defined by Hofstede (1980, 2001) have been empirically found to be related to rates of
innovation (Shane, 1992, 1993) common to entrepreneurs across cultures (McGrath, MacMillan &
Scheinberg, 1992), and related to entrepreneurial orientation and entrepreneurial traits (Mueller &
Thomas, 2001; Thomas & Mueller, 2000). More precisely, Mueller and Thomas (2001) concluded that
cultures combining high scores in uncertainty avoidance and individualism are supportively related to
entrepreneurship (Hayton et al., 2002). However, in the case of immigrant entrepreneurs, home and host
country cultures and environments may differ in the way they hinder or foster entrepreneurial behaviors,
thus creating a different entrepreneurial behavior from the part of the immigrant entrepreneur.
Assessments of these discrepancies are found in increasingly elaborate measures of distance between
countries.

11

Cultural Distance
The cultural distance index proposed by Kogut and Singh (1988) measures the extent to which
cultures differ on an aggregation of Hofstede’s (1980) dimensions. Although this measure has been used
extensively in international business research, it has been criticized for being based on some illusory
assumptions that cultural or institutional distances between countries can be used as a proxy for how
managers perceive their environment (Magnusson et al. 2008, Shenkar, 2001). Shenkar notes that the
distance is assumed to be symmetrical, but no empirical research supports this assumption. Does a
Mexican entrepreneur hosted in the U.S. face the same social and cultural issues as an American
entrepreneur hosted in Mexico? Shenkar (2001) explains that this could not be the case as home culture
has an influence and some mechanisms are able to make cultures converge. For example, globalization
increases communication, geographical proximity which can lower transaction cost and increase transfer
of knowledge, foreign experience, acculturation, cultural embeddedness of the staff, and cultural
attractiveness of the host country. Thus, there exists a need for alternative and complementary measures
of country distance.

Institutional Distance
Kostova (1996) offered a measure of institutional distance between home and host environments
based on three pillars of the institutional environment (Scott, 1995): the normative pillar based on social
values, beliefs, and norms; the regulatory pillar based on laws and rules; and the cognitive pillar based
on social knowledge and cognitive structures and which can be measured using Hofstede’s (1980)
dimensions. The greater the institutional distance between home and host country, the more difficulties a
multinational enterprise has to transfer routines to the host country enterprise. Busenitz et al.’s (2000)
defined a country institutional cognitive dimension for entrepreneurship as “knowledge and skills
possessed by the people in a country pertaining to establishing and operating new business” (p.995) and
can be referred as the degree of dispersion of the knowledge. The cognitive dimensions can be measured
12

through the population education, number of computers and computer access found in the World Bank
World Development Database (2004). The regulatory dimension for entrepreneurship is defined by
Busenitz et al. (2000) as the presence of laws and regulations facilitating entrepreneurship, reducing
risks, and favoring entrepreneurs and can be measured through the Heritage Foundation’s Economic
Freedom Index (2004). Still, these measures are based on the same symmetry assumptions Shenkar
(2001) attributed to cultural distance measures. These measures assert an absolute value for the
difference between country A and B when the effects of this absolute distance may be opposites. When
country A’s environment promotes entrepreneurship more strongly than the environment in country B is,
which immigrant entrepreneur will benefit the most? The entrepreneur from country A immigrating to
country B, or the entrepreneur from country B immigrating to country A?

Psychic distance
In addition to the potential asymmetry between the measures of country distance, individual
perception of the environment may influence the divergence or convergence of the cultures. The concept
of psychic distance was first used by Beckerman (1956). Later Johanson & Weidersheim-Paul (1975)
defined psychic distance as “factors preventing or disturbing the flow of information between firm and
market. Examples of such factors are differences in languages, culture, political systems, level of
education, level of industrial development, etc.” (p.308). Later, Johanson and Vahlne (1977) intend to
capture this individual variation in how managers perceive differences or distance (Souza & Bradley,
2006).
Until recently, cultural and psychic distances have been used interchangeably and the use of
cultural distance as a proxy for psychic distance has been criticized (Souza and Bradley, 2006). Still,
Souza and Bradley (2006) found a positive relationship between cultural and psychic distance between
home and foreign country in managers’ perception. Moreover, even though Hofstede’s measures have
been criticized as outdated, lacking theoretical soundness, methodologically limited, and resulting in
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inconsistent predictions of how firms behave when entering foreign markets (Harzing, 2004; Kirkman et
al., 2006; McSweeney, 2002; Shenkar, 2001), Magnusson et al (2008) found that culturally similar
countries cluster as reasonably well using Hofstede’s measures as they do using other cultural or
institutional indexes. On the other hand, Dow & Karunaratna (2006) found no significance in the use of
cultural distance as a proxy for psychic distance. Consequently, a reliable measure of psychic distance is
still needed (Brewer, 2007; Dow & Karunaratna, 2006).
Recent efforts have been made to more accurately measure psychic distance (Brewer, 2007; Dow
& Karunaratna, 2006). Brewer (2007) develops an index of 15 indicators applied to 25 countries. He
argues that the original definition of psychic distance as factors hindering the flow of information has
been extrapolated to perceived differences between countries. Thus, he concludes that the direct use of
psychic distance as a measure of country differences is refutable. In addition, Brewer (2007) appears to
reconcile previous findings on cultural distance with an index that measures psychic distance in a non
symmetrical way. Brewer’s (2007) index uses 15 variables covering the varied aspects of country
environment: level of development, commercial ties, political ties, historic ties, geographic ties, social
ties, and information availability.
Dow and Karunaratna (2006) test 8 potential psychic distance stimuli on trade flows among 38
nations. They measure differences in culture, language, education levels, industrial development,
political systems, religions, time zones and colonial links. Their findings suggest that cultural distance as
an aggregation of Hofstede’s (2001) five measures is not significantly associated with intensity of trade.
In addition, four of Hofstede’s (2001) measures of cultural distance do not influence the trade, only
uncertainty avoidance appears to be a modest predictor of the intensity of trade between countries.
Later, six of Dow and Karunaratna’s (2006) Psychic distance stimuli are used to predict entry
mode choices (Dow and Larimo, 2009; Dow and Ferencikova, 2010), and market selection and
performance (Dow and Ferencikova, 2010). Even though Dow and Larimo (2009) found differences in
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language, education, religion, industrial development, and political systems (both degree of democracy
and degree of socialism) to be a “strong antecedent of perceived psychic distance” (p. 86), results are
still inconsistent in explaining entry mode choices. To further explore the parallel between firms’
internationalization and immigrants’ decision to enterprise in a host country we choose to adopt
variables from Brewer (2007) and Dow & Karunaratna (2006) to explore the influence of psychic
distance on immigrant entrepreneurs’ perception of the host environment’s dependability.

1.5.2

Psychic distance and Entrepreneurial Orientations
Previous research has acknowledged differences in language and education as underlying factors

of psychic distance (Johanson and Vahlne, 1977; Dow and Karunaratna, 2006). A country sharing the
same language will provide an environment that facilitates communication and limits the risk of
misinformation. Differences in languages, on the other hand, are likely to increase the risks and costs of
transactions and the difficulty to assimilate and understand (Dow & Karunaratna, 2006). For Brewer
(2007) the similarity of national language, business language, and alphabet will reduce communication
barriers and facilitate information flow, hence reducing psychic distance. On the other hand, a large
discrepancy

between

education

levels

will

increase

the

risk

of

misunderstandings

and

miscommunication with the host environment (Dow and Karunaratna, 2006). A larger psychic distance
created by differences in education and language is likely to hinder the immigrant entrepreneurs’ ability
to lower risk and costs of transactions, understand the environment and fully process the available
information in order to assess their environment. Thus, we argue that:

Proposition 4: The greater the psychic distance in a) language, b) education, the lower the
influence of entrepreneurial orientation on perception of the environment's dependability.
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1.5.3

Psychic distance and economic opportunity
Psychic distance, as the “inverse of the availability of market information” (Brewer, 2007), can

be created through cross-countries discrepancies in standards of living (Triandis, 2000). When
communication infrastructure is not equally developed in both countries, information is not readily
available or affordable. In addition, Brewer (2007) argues that a country’s level of development
influences psychic distance. When a country’s level of development is high, the country has access to
more information on all other countries, thus reducing the psychic distance to these countries regardless
of their level of development. In addition, political ties as observed through diplomatic exchanges, aid
programs, and bilateral trade and defense agreements are expected to reduce psychic distance (Brewer,
2007) as information exchange is facilitated between politically tied countries. Identically, existing
commercial exchanges as well as foreign direct investment between countries should increase the level
of knowledge of these countries and the information flow between them (Johanson & WeidersheimPaul, 1975; Brewer, 2007). As psychic distance is expected to reduce when level of development and
standard of living is high and political and commercial ties are strong, the availability of market
information is increased, facilitating the entrepreneur’s recognition of economic opportunity. Thus,

Proposition 5: The greater the psychic distance between home and host country, the lower the
influence of economic opportunity on perception of the environment's dependability.

1.5.4

Psychic distance and socio-cultural characteristics
Culture, is defined as “the collective programming of the mind that distinguishes the members of

one category of people from those of another” (Hofstede and Bond, 1988, p.6). Despite cultural
differences, people assume that others are more or less similar to them and, as such, behave and
communicate in the same way; this assumption creates miscommunication as the observer of the
behavior makes attributions about the cause of the actor’s behavior through their own cultural filters
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(Triandis, 2000). Collectivistic cultures have a tendency to rely on the context of communication more
than individualistic cultures which rely more on the content. Triandis (2000) takes the example of a
meeting between the US Secretary of States, James Baker and Tariq Aziz, the Foreign Minister of Iraq.
James Baker said that the US military will attack Iraq if it remains in Kuwait. Because James Baker said
it calmly, Saddam Hussein’s brother, present only to observe how James Baker communicates,
transmitted the message that the US will not attack. Because, in his context oriented culture, a threat
comes with anger, he attributed the lack of anger of James Baker to a lack of threat. In addition, the
collectivism tendency of the Iraqi culture most likely lead Saddam Hussein to rely more on his brother’s
understanding of the situation than on the actual content of the message that was transmitted. These
attributions create a false understanding of what is communicated and can lead to conflicts.
In a similar way, religion, as a “foundation of which behavior is acceptable and how people
communicate and interact” (Dow & Karunaratna, 2006, p. 6) and the source of differences in viewpoints
(Triandis, 2000), is considered a potential component of psychic distance (Shenkar, 2001). Religion
shares a close association with culture (Boyacigiller, 1990), and as culture does, it can interfere with
decoding the content and context of a message, create conflicts (Triandis, 2000), exacerbate attitudes
and norms and hinder communication efficiency.
For the immigrant entrepreneur, “networks at destination” create cultural clusters fostering their
cultural and religious views, yet offer a portal to the host environment. Still, a large difference in
religion and culture can hinder the benefits of the network as, consciously or not, the differences will
create defiance toward the host environment. Thus,

Proposition 6: The greater the psychic distance between home and host country in a) culture, b)
religion, the lower the influence of socio-cultural characteristics on perception of the
environment's dependability.
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Brewer (2007, p. 62) states that the managers of a firm are the ones perceiving distance and as
such, their personal characteristics are important. Specifically their familiarity with the host country may
make them comfortable with the knowledge of the country, thus diffusing the effect of psychic distance.
In the case of immigrant entrepreneurs, their familiarity with the host environment might also play a role
in how they perceive and accept it. How, how long, and how much immigrant entrepreneurs retain their
own culture, get embedded in the host culture, assimilate it or reject it is going to hinder or emphasize
this perceived distance.

1.5.6

Processes of assimilation/acculturation
The ways in which immigrants integrate within their host country environment is subject to an

extensive field of research and leads to two different schools of thought: the assimilationists and the
acculturationists. Penaloza (1994) contrasts the assimilation view, which assumes that consumers will
become more and more like the host culture consumer, with the acculturation view that recognizes that a
strong ethnic influence may remain. Assimilation is a view of adaptation that assumes that, over time,
persons adjusting to a new culture will increasingly behave like those of the new culture and less like
those of their culture of origin (Reilly & Wallendorf, 1984; Maldonado & Tansuhaj, 2002).
Acculturation recognizes that changes take place over time but that one may not necessarily behave
similarly to people in the new culture. However, acculturation may not take into account the adaptation
of people born and raised in an ethnic family in another country – 2nd generation and more –
(Maldonado & Tansuhaj 2002). Jun, Ball, and Gentry (1993) define acculturation as a phenomenon that
results when groups of people from different cultures come into continuous first hand contact with each
other thereby changing the cultural patterns of one or more of the cultural groups. Mendoza and
Martinez (1981) and Mendoza (1989) formulate acculturation as a degree of acquisition of the customs
of an alternative society, as well as the degree of retention of native cultural norms (Laroche et al.,
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1997). Berry (1980) presents a typology of acculturation based on the mix between the degree of
retention of the original society’s cultural identity and the positive link with the dominant culture. This
typology is presented as a four steps mode of acculturation: assimilation, integration, rejection and
deculturation (summarized in fig.1.2).
Figure 1.2: Berry’s modes of acculturation (source: Hernandez et al., 2002)

Retention of
cultural
identity

REJECTION

INTEGRATION

DECULTURATION
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culture or
society

An example of the use of Berry’s acculturation model as a taxonomy is found in Maldonado and
Tansuhaj (2002) who use it to understand consumer acculturation. They overall find support for
acculturationists but not for assimilationists when using demographics. They found that consumers born
in Mexico are more likely to keep ethnic roots than the second generation born in the US, which is more
likely to have a more positive link with the host culture. These findings show that the degree of
acculturation changes the perception of the environment. In accordance with the two dimensions of
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Berry’s (1980) model, we posit that the link between immigrants and the host culture, and the degree of
retention of their home culture will influence the way they perceive the environment.
In addition, entry mode literature has explored the influence and importance of culture- or
market-specific experience on firms’ ability to conduct business activities in foreign countries (Dow and
Larimo, 2009). Experience acquired through acceptance and assimilation of the host culture will
increase knowledge of the host country environment. Immigrant entrepreneurs can more rapidly become
aware of the pitfalls and benefits of the host environment. Skills developed through this culture or
market specific experience are most likely to reduce uncertainty, increase confidence in the potential of
the host market and consequently reduce the perceived distance between home and host country. Thus:

Proposition 7: The more positive the immigrant’s link with the host environment’s dominant
culture, the weaker the effect of psychic distance.

1.6

PERCEPTION AND DECISION MAKING
Managerial perception of the environment influences managerial decisions. Duncan (1972)

shows that environmental uncertainty is perceived differently by different managers. Isabella and
Waddock (1994) proposed that managerial decisions are driven by the key manager’s beliefs about the
environment. Parnell and Meneffee (1997) argue that the way the key manager sees the uncertainty of
the environment will reflect on the firm’s business strategy: “Different interpretations trigger different
decision processes and different behaviors” (Nutt, 1984; Cowan, 1986). For example, under ‘threat’,
organizations tighten control, restrict the flow of information, and reduce participation in decision
making (Staw, Sandelands, & Dutton, 1981) and focus more effort on internal adaptation rather than
external environmental change (Dutton & Jackson, 1987).
More precisely, managers’ perception of uncertainty about the environment impacts their
strategic decisions. Managerial perceptions have been linked to decisions regarding organizational
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structure and processes (Sutcliffe & Zaheer, 1998) and the interpretation process that underlies these
decisions (Isabella & Waddock, 1994). Huber, O’Connell and Cummings (1975), and Huber and Daft
(1987) show that the structure and processes of organizations are greatly influenced by the perceived
uncertainty of the environment. (See Weaver et al., 2002, p.89). Weaver et al. (2002) argue that
“uncertainty perceptions (…) appear to vary based on certain aspects of the firm as well as the
characteristics of the firm” (p.102). They add that “Uncertainty perceptions of key managers, whatever
their entrepreneurial orientation, most likely are impacted by the regulatory and cultural environments in
which they operate” (p. 102).
As managerial perception of the environment influences strategic decision making, we argue that
entrepreneurial perception of the environment’s dependability influences entrepreneurial strategic
decisions. The way and the extent to which this mediating effect explains why one decision is made
over another one is a research question that deserves further exploration.

Proposition 8: The immigrant’s perception of the environment’s dependability influences the
immigrant’s entrepreneurial strategy.

Discussion
This article attempts to address the entrepreneurs’ perception of the environment when
entrepreneurs are immigrants facing a discrepancy between their home environment and the host
environment to which they migrate. Understanding the importance of perception in strategic decisionmaking and the impact of culture and environment on

perception of an immigrant entrepreneur

contributes to the migration and entrepreneurship knowledge base.
Research questions derived from our model are varied. This article focuses on the identification
of personal background, socio-cultural characteristics, and economic opportunity as predictors of
entrepreneurial strategy and when these predictors are more or less strongly related to entrepreneurial
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strategy. Three main questions remain: Does the degree of right or wrong perception of the destination
country influence the type, size and mission of the businesses created? Are there different objectives in
the migratory movements depending on the differences in culture between the origin and destination
countries? Are different processes of assimilation able to influence entrepreneurial decision making?

Limitations and future research
A limitation of this article is that the view is taken from the side of the immigrant entrepreneur. The
subsequent incorporation and modification of the mainstream culture of the country of destination by the
influence of immigration is not taken into account. These two-way processes simultaneously
incorporated into the existing culture changes in behavior that came from the immigrants’ countries of
origin need to be integrated in future research.
Also, Hernandez, Cohen and Garcia (2002) argue that there is a confusion surrounding the concept
of modeling acculturation. The problem is that ethnic identity is used as a benchmark for assessing
assimilation, and this is not satisfactory. This might impact the way to operationalize research involving
acculturation models and should be taken into account. In addition, insightful directions to the
acculturation construct may arise from variations in perceptual filters due to religious differences
between home and host countries, as well as possible variations in acculturation processes due to
immigration from former colonies.
The lack of measures of psychic distance leads to the use cultural distance as a proxy, as Souza and
Bradley (2006) found a positive relationship between cultural and psychic distance. This study was only
conducted in one country and the external validity of these findings lacks foundation for generalization
to individuals from other cultures and countries. Thus, more theoretical and empirical development, as
well as the development of measures of psychic distance, institutional distance, and acculturation that
refer to entrepreneurship strategy and its antecedents, are needed.
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Conclusion
This article proposes a framework of analysis of the antecedents of entrepreneurial strategic
decision making in an immigration setting. By applying the concept of managerial perception of the
environment to immigrant entrepreneurs, this paper contributes to existing literature in the fields of
entrepreneurship and sociology and addresses the need to better understand the entrepreneurial strategies
an immigrant may pursue. Immigrants’ entrepreneurial activities represent an important phenomenon in
economic development and the study of influential antecedents may provide some insightful answers to
controversial current political issues.
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Essay# 2: Failure to Launch: A Predictive Model of Entrepreneurs’ Country of
Origin Effect

Introduction
Entrepreneurship research has found a place of choice in business research as new business
creation positively impacts economic and employment growth (Gartner, Shaver, Carter, & Reynolds,
Foreword, 2004). Reasons for success and failure of entrepreneurial activities have flourished. Despite
an extensive research stream on new business failure (Kets de Vries, 1985; Cressy, 2006; Cochran,
1981; Bruno, Leidecker, & Harder, 1987; Beaver, 2003; Lussier & Pfeifer, 2000; McGrath, 1999;
O'Neill & Duker, 1986; Perry, 2002; Sitkin, 1992; Watson & Everett, 1997; Watson, 2003) only half of
new venture projects ever give birth to a new business (Aldrich, 1999). Moreover, until recently,
researchers would lack information on the venture process. With the creation of the Panel Study of
Entrepreneurial Dynamics (PSED), some light has been shed on nascent entrepreneurs (NEs)
characteristics and activities.
Tiessen (1997) refutes the assumption that entrepreneurship is identical across cultures. Since
various cultures and social norms approach gambling, losing, or even bankruptcy or failure in different
ways (McGrath, 1999; Petzinger, 1997; Tezuka, 1997), we can expect the entrepreneur’s choice to
pursue or terminate a start-up process to be different across cultures. Still, little research has explored
the influence of culture on start-ups “failure to make a go of it” (Cochran, 1981).
Previous literature has looked at entrepreneurship as the fruit of a common labor rather than the
work of a sole entrepreneur and the necessity to observe founder teams has been advocated by many
(Ruef, Aldrich, & Carter, 2003; Godwin, Stevens, & Brenner, 2006). Also, heterogeneity of
management and entrepreneurial team is still under scrutiny in strategic management literature. Thus,
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we intend to explore whether immigrant entrepreneurs’ cultures and origins helps predict the outcome of
quitting or launching a new venture by analyzing sole entrepreneurs and founding teams by culture.

Literature review
1.1

FAILURE TO LAUNCH
Sitkin (1992) and McGrath (1999) insist on the importance of exploring reasons for failure in

entrepreneurship research, agreeing that it is easier to figure why a business failed than why it succeeded
and that better analytical models will result from this research. Watson and Everett’s (1997) review of
the literature presents various definitions of business failure: discontinuance of ownership (Williams,
1993); discontinuance of business (when a business ceased to operate) (Bates, 1995); bankruptcy/loss to
creditors (Cahill, 1980; Hall & Young, 1991); disposal to prevent further losses (Ulmer & Nielsen,
1947); failing to “make a go of it” (Cochran, 1981; Gaskill & Van Auken, 1993; Smallbone, 1990). Still,
Cressy (2006) warns that “a little known fact about small business is that most businesses do not fail as a
result of bankruptcy, rather, they close voluntarily.” Furthermore, McGrath (1999) argues that some
ventures will not launch as the consequence of a better opportunity opening for the entrepreneur(s). Ruef
et al. (2003) also noticed that previous research on founding teams suffers from a “success bias” as
research focuses only on thoses founders who have already succeeded in lauching the business. In order
to advance knowledge of the nascent entrepreneurs literature, we explore both sole entrepreneurs and
founder teams and their start-up process before they launch the business and focus on the outcome of
launching the new busines (making a go of it) or failing to launch, which includes quitting the process
altogether or just carrying it on.
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1.2

ENTREPRENEURIAL FOUNDER TEAM (EFT)
Even in the early stage of business creation “the entrepreneur in entrepreneurship is more likely

to be plural” (Gartner W. B., Shaver, Gatewood, & Katz, 1994). Following the already large interest in
top management teams (TMTs) in strategic management research, a growing stream of literature is
exploring the importance and impact of the Entrepreneurial Founder Teams (EFTs) (West, 2007). What
differentiates an EFT from a TMT is the level of joint ownership and control of the assets to compensate
for the risk bearing of owning the business (Ucbasaran, Lockett, Wright, & Westhead, 2003). The
impact of the EFTs is shown in further research that found a strong relationship between ventures
created by EFTs and chances of success for the enterprise (Godwin et al., 2006). Some of the
antecedents to success that have been explored are the better consideration given by venture capitalists
to EFTs as opposed to sole entrepreneurs (Kamm, Shuman, Seeger, & Nurick, 1990) and the addition of
members’ diverse viewpoints and skills enhance the potential for complex tasks completion (Kor &
Mahoney, 2000). Still, to date, research on EFTs seldom mentions the influence of culture and origin of
the entrepreneurs on the nascent enterprises outcomes. Thus, despite the large number of teams founding
new ventures, there are still many unanswered questions about how the cultural composition of these
founding teams impacts the enterprise chances of success.

H0: More sole entrepreneurs than EFTs will fail to launch their business.

1.3

WILLINGNESS TO START AN ENTERPRISE:
According to Godwin et al. (2006), the willingness is subject to both negative emotions that lead

an individual to make a change (Push) and positive emotions that attracts an individual towards
something new (Pull). Applying this principle to entrepreneurship, Kumar (2007) defines some of the
push factors leading to entrepreneurial venture to be: job dissatisfaction, unemployment, immigrant
status, job loss, career setbacks, and job loss. In addition, Constant and Zimmermann (2006) posit that
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immigrant are more likely to choose self-employment because, on one hand, they are by nature risktakers and, on the other hand, they are often discriminated against and have more difficult access to
employment and upward mobility. Also, countries like the U.S. with formal institutions that facilitate
entrepreneurial activities and where entrepreneurs are admired have a positive impact on entrepreneurial
activities of migrant populations (Busenitz, Gomez, & Spencer, 2000). Furthermore, for immigrants,
networks at destination are a key in a decision to migrate (Light, Bhachu, and Karageaorgis, 1993) as
they are a means to reduce the risk of immigration (Massey, 1988). Moreover, concentration of
immigrant population and presence of facilitating formal institutions create economic opportunities that
positively influence entrepreneurial activities (Light & Sanchez, 1987: Rath & Kloosterman, 2000).
This suggests that:

H1: More entrepreneurial ventures are created by immigrant entrepreneurs and EFTs than by
native entrepreneurs and EFTs (relatively to the % of immigrants to population).

1.4

HOMOPHILY/HETEROGENEITY IN ENTREPRENEURIAL FOUNDING TEAMS
Synergies in a team are not necessarily natural and homogeneity can help the team reach an

agreement on decisions (West, 2007). Also, per the ecological perspective, when entrepreneurs decide to
begin with a team they put an emphasis on geographic proximity and “environmental distribution” of the
members of the group. Hence, teams prefer to form around similarities not differences, what Ruef,
Aldrich, and Carter (2003) refers to as homophily:
“Homophily refers to the selection of other team members on the basis of similar ascriptive
characteristics, such as gender, ethnicity, nationality, appearance, and
the like.” (p.196).
McPherson, Smith-Lovin, and Cook (2001) found that heterogeneity in organizations is often
created around racial diversity. On the contrary, Ruef et al. (2003) found high homogeneity by race and
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ethnicity in EFTs. In addition, sociology literature finds high ethnic homogeneity in the workplace
(Reskin, McBrier, & Kmee, 1999) with ethnic solidarity among immigrants and minority groups in the
face of career setbacks and discrimination (Aldrich & Waldinger, 1990; Ruef et al., 2003). Thus, we
expect that

H2a: Ethnically homogeneous founding teams will be more common than well mixed founding
teams.

Still, homogeneity in EFTs can lead to inertia due to lack of new ideas and diverse perspectives
in the team (Ruef et al., 2003). Additionally, a growing body of research emphasizes the importance of
team heterogeneity in the venture success (West, 2007). Each member of a TMT provides the team with
a different viewpoint and functional knowledge. EFT research shows that resources that EFT members
can provide the new venture are varied. Access to social, human, and financial capital is enhanced by
each member participation which leaves the sole entrepreneur at a disadvantage (Kor & Mahoney, 2000;
Godwin, et al, 2006).

H2b: In ventures with ethnically mixed founding teams, the venture is more likely to be carried
on.

1.5

WHAT ABOUT CULTURE?
McGrath (1999) proposes: “we can expect individuals in collectivistic cultures to assess the

downside loss associated with the entrepreneurial option as far greater than it would be for their
counterparts in cultures in which failure is easier to overcome”. In an “individualistic” culture such as
the United States, for instance, failures are “professionally forgiven” (Petzinger, 1997) which reduces
the downside loss. By deriving from family business literature we can infer that on the other side of the
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spectrum, collectivistic cultures are more prone to rely on family as helpers and employees and that the
goal of the business is sustainability of the business as a means to family survival. Hence the importance
of staying in business or carrying on the venture is increased. This suggests that:

H3a: For new ventures founded by immigrants from collectivistic cultures, the venture is more
likely to be carried on.

Cressy (2006) posits that most businesses close voluntarily. McGrath (1999) argues that some
entrepreneurs decide to abandon the venture in order to pursue a better opportunity. As individualistic
cultures do not see failure as negatively as collectivistic cultures do, they have less social pressure to
carry on the venture and will be more prone to pursue a better opportunity. Thus,

H3b: For new ventures founded by immigrants from an individualistic culture, the venture is
more likely to be abandoned for a better option.

As the PSED is conducted in the USA, one of the highest ranking cultures for individualism, we can
suggest that the NEs that are 3rd generation Americans that we called natives (born in the US of
American parents) will demonstrate the same propensity and preferences as other individualistic
cultures. This suggests that:

H3c: For new ventures founded by a native entrepreneurial team, the venture is more likely to be
abandoned for a better option.
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Methodology
2.1

SAMPLE
We will use the Panel Study of Entrepreneurial Dynamics (PSED II) nested at the University of

Michigan Institute for Social Research Survey of Consumer Attitudes. The PSED provides detailed
information on the start-up process and answers questions such as; “how do nascent entrepreneurs go
about the process of starting firms? An entrepreneur’s start-up activities can take the form of four
possible pathways: (1) the entrepreneur creates an infant firm. (2) The nascent entrepreneur can be still
“trying” to start the business. (3) The nascent entrepreneur can put the start up effort “on hold” with
expectations of continuing to pursue the start up process later. And (4) the nascent entrepreneur can
“give up” and abandon the start up effort.” (Gartner, Shaver, Carter, & Reynolds, 2004). Another
question that can be answered by the PSED is” Why are some of these business start-up efforts
successful in creating new firms?” (Gartner et al., 2004, p. xii).
Several subsequent stages compose the PSED II dataset. First, a screening of 31,845 individuals
allowed to identify 1,214 nascent entrepreneurs representative of 12 million adult individuals. Second, a
subsequent stage of data collection involved phone interviews plus self-administered questionnaires
(Wave A). The third stage consisted of subsequent waves of 12 months (wave B) and 24 month (wave
C) follow-up interviews of the 1,214 nascent entrepreneurs identified in first stage. The PSED considers
nascent entrepreneurs those who meet four criteria: 1) consider themselves involved in the firm creation
process (responded “yes” to the question: “are you alone or with others, now trying to start a new
business?”), 2) have been involved in some start-up activity in the past 12 months, 3) expect total or part
of new firm’s ownership, 4) the start-up is not yet considered an operating business (Reynolds & Curtin,
2006).
Some questions are only asked during the first interview: enduring characteristics such as selfdescription, family background, etc. Other questions are asked repeatedly at each wave of interview as
30

long as the respondent is still in the start-up process. If the respondents declare they quit the start-up
process, they are asked a series of different questions related to the reasons for quitting. If the
respondents declare that “they have successfully implemented a new firm, they are considered part of a
second panel and are re-interviewed each year” (Reynolds & Curtin, 2006, p.9).
Lussier and Pfeifer (2000, p. 60) warned that“… there are many differences between cultures that one
cannot control for during cross-cultural studies (Shane, 1993, 1994, 1996). For example, there are
different legal systems, government support of entrepreneurship, economies, attitudes towards business
failure, and other factors”. By using the PSED, we control for the year and the country of operation (the
USA). Thus, the legal system, government support of entrepreneurship, economies, and attitude towards
business failure are identical for the sample, hence controlling for most of the conditions identified as
being issues m cross-cultural studies.
In addition, the PSED provides the advantages of 1) overcoming the problem of “survival bias”
that “arises from analyzing (selected) samples of start-ups that survived rather than the set of al startups” (Gartner et al., 2003), 2) overcoming the problem of “Hindsight bias” that “arises when
entrepreneurs conflate events that occurred after start-up with those before and at the time of start-up”
(Parker & Belghitar, 2006, p 82).

2.2

VARIABLES
Dependent variables. For each wave of the PSEDII we identified 3 mutually exclusive groups of

EFTs:
(1) The EFT who launched the venture,
(2) The EFT who is still in the startup process,
(3) The EFT for which the Nascent Enterprise efforts have been abandoned
A dichotomized dependent variable has been created for each group. Group (1) has been coded
LAUNCH=1 if the respondent (a) answered yes to the question on whether or not they are an operating
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business (one with sales and revenues greater than the ongoing expenses), or (b) answered “others have
ongoing business” to the question on the status of the new business startup effort, or (c) if the
interviewer assessed the startup effort as a new firm (from previous wave answers). Group (2) has been
coded STARTUP=1 if the respondent (a) answered yes to the question on whether or not other people
are still involved in the startup process, or (b) assessed that the status of the new business effort is that
“others are still working on startup”, or (c) the interviewer checked that the nascent enterprise effort is
an active startup. Group (3) has been coded QUIT=1 if the respondent (a) answered that the startup is no
longer worked on by anyone, or (b) that neither him/herself nor anybody else is still involved in the
nascent enterprise, or (c) the interviewer checked QUIT as the status for the enterprise.
Explanatory/independent variables.
For the four waves of the PSED II we assessed the number of members in the EFT and created a
dummy variable SOLE-OWNER=1 if the respondent is the only member of the EFT for this wave.
For the first wave of the PSEDII we assessed the immigrant status of the respondent and formed two
groups for comparison: “Immigrants” and “Natives” (born in the US from both US born parents). As we
are looking at the cultural impact of immigration on entrepreneurial ventures, we differed from the
USCIS and DHS definition of immigrants as non US citizens living permanently in the USA or Legal
Permanent Residents (Green Card holders). In order to better capture the potential cultural differences,
we isolated foreign born entrepreneurs born from both foreign parents as “Immigrants” and did not
account for foreign born entrepreneurs born from one parent foreign nor did we include US born
entrepreneurs from foreign parents (second generation immigrants). Nonetheless, we accounted for the
extent to which US born entrepreneurs were imprinted with a foreign culture by creating the categorical
variable GEN2. When GEN2=0, both parents are born in the US; when GEN2=.50, 1 parent is foreign
and for GEN2=1, both parents are foreign. Entrepreneurs born in the US from both US parents are
considered “natives” and labeled “US born 2 generations” (1 if yes; 0 if no).
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The PSED II contains the ethnic background of all members of the EFT. This allows for
computation of Blau’s (1977) categorical index which measures group heterogeneity. The formula is as
follows:
Blaus’ categorical index= 1-Σpi2
Where pi is the proportion of the population in each of the EFTs. Blau’s index scores for each EFT
range from 0 (completely ethnically homogeneous group) to 1 (completely ethnically heterogeneous
group).This index was used to form two indexes measuring EFT heterogeneity: Blau’s index and Blau’s
Hispanic index. Blau’s index was calculated using the proportion of each ethnicity in the EFT and
Blau’s hipanic index by using the proportion of Hispanic members and non-hispanics members of the
EFT. As sole-owners account for an homogeneous group, we excluded them from the dataset in order to
run the analysis on the influence of BLAU’s index on the outcome (venture status).
To assess cultural background, Hosftede’s (1980) 4 dimensions were attributed to the
respondents according to their country of origin. In addition, Cultural Distance (Kogut & Singh, 1988)
was computed using the following formula:

CDj=Σ{(Ii-US)2/Vi}/4
CD is the cultural distance between each respondent’s country of origin and the US. I is the score
for each of Hostede’s (1980) cultural dimensions and I is th ountry of origin of the respondent. For each
cultural dimension, the distance between the US and the foreign country I scores is computed, then
squared, and divided by the variance of the dimension. The 4 dimensions are then summed and divided
by 4 to result in the cultural distance between the US and country i.

2.3

RESULTS
In order to test H0, a Cross-Tabulation was performed to measure the association between the

founding entity and the status of the venture for each of the four waves of the panel. Discrete categorical
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variables were (1) whether the venture is launched or not, and (2) whether the founding entity is a sole
owner or an EFT of 2 or more owners. Of the 1214 cases composing the dataset in wave A, 972 ventures
are remaining in wave B, 746 in wave C, and 526 in wave D. This attrition is either due to ventures
being abandoned or the respondent having left the venture, or the venture being counted as launched in
the previous wave and subsequently withdrawn from the Panel as being an operating business. Using the
ordinal variable that accounts for the number of owners in the EFT violates the assumption that the
frequency of each cell in the contingency table is in excess of five. Thus, a dichotomous variable has
been created to provide the information on whether the founding entity is a sole owner or not.
Consequently, each yearly 2x2 (2-way) contingency table provides a frequency higher than five.
A significant association has been found between the type of founding entity (sole owner or EFT) in
year 1 and whether or not the venture launched in year 4.
χ2(1)=3.697, p=.055
In addition, the same association has been found between the type of entity in year 4 and the
LAUNCHED status in year 4.
χ 2(1)=3.561, p=.059
This seems to represent the fact that, based on the Odds Ratio, the odds of the ventures launching
in year 4 were 1.56 times higher if their founding entity were an EFT of 2 or more people (compared to
a sole owner) in the 1st year and in the 4th year. This provides partial support for H0. Of the 439 ventures
that failed to launch in wave D (Yr 4) of the panel, 183 (41.7%) were EFTs and 256 (58.3%) were sole
owners during the 1st year of the venture and 179 (40.8%) were EFTs and 260 (59.2%) were sole
owners. Although, Cross-Tabulations of the other waves did give similar results on the higher
percentage of ventures that failed to launch if they are owned by a sole entrepreneur, no statistically
significant associations were found between the type of founding entity and the launching of the venture
in the other waves of the panel.
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While assessing immigrants, we found 19 Legal Permanent Residents (non US citizen
permanently living in the US) within the 1214 cases of the PSEDII wave A, this accounts for only 1.5%
of the Nascent Entrepreneurs far from representing the 4% legal permanent residents (LPRs) present in
the total US population in 2007 (year of wave A) (DHS,2009). This could be explained by either the
LPRs being underrepresented in the PSEDII or LPRs unaccounted for in the PSEDII because they are
EFT members other than the respondents and for which we do not have immigrant status information.
Of the 65 entrepreneurs born abroad, 7 were born from US parents, 6 from 1 parent US and our
“immigrant” population of 52 born abroad from foreign parents, representing 4.2% of the respondents in
the dataset. In order to test H1, we need to compare our results to the Population by Age, Sex, and
Generation (U.S. Census, 2007). The census determine the first generation as being those born abroad,
the second generation as being those with a least one foreign parent, and the third generation as being
those with both U.S. born parents. Comparisons (found in Table 2.1) reveal that the proportions for each
generation in the PSED is not consistent with the 15.4 % of the 2007 U.S. population being of first
generation, 7.9% of second generation, and 76.7% of third generation. These results confirm that we
cannot find support for H1.
Table 2.1: Comparison of US immigrant population and immigrants of the PSED sample

US Census

PSED II

18 yr.+

18 yr.+

1st

2nd

3rd

Total

Generation

Generation

Generation

222,723

34,214

17,686

170,823

100%

15.4%

7.9%

76.7%

1,201

65

91

1,045

5.4%

7.6%

87%

100%
1st generation: All foreign born of 2 foreign parents
2nd generation: born of at least 1 foreign parent
3rd generation: born of 2 US parents
Source: US census, 2007. Table 4.1: Population by age, sex and generation

On the 1214 cases of the PSED, only 52 are considered “immigrants”. For the purpose of
comparing samples of the same size, we randomly select 52 cases considered “natives” (US born from
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US parents), thus controlling for cultural aspect that could influence non immigrant entrepreneurs born
from one or both foreign parent(s). Our random sample now composed of 52 “immigrants” and 52
“natives”. Table 2.2 reports the descriptive statistics for our analysis.
Table 2.2: Descriptive Statistics
Variable
ty p e

N

M in

M ax

M ean

SD

Venture is a Startup Wave B

Binary

84

0

1

0.7

0.46

Venture is Launched Wave B

Binary

84

0

1

0.05

0.214

Dependent Variables

Venture is Abandonned Wave B

Binary

84

0

1

0.25

0.436

Venture is a Startup Wave C

Binary

56

0

1

0.71

0.456

Venture is Launched Wave C

Binary

56

0

1

0.13

0.334

Venture is Abandonned Wave C

Binary

49

0

1

0.16

0.373

Venture is a Startup Wave D

Binary

41

0

0

0

0

Venture is Launched Wave D

Binary

41

0

1

0.12

0.331

Venture is Abandonned Wave D

Binary

33

0

0

0

0

US Born 2 generations

Binary

104

0

1

0.5

0.502

Immigrants

Binary

104

0

1

0.5

0.502

Number of owners Wave A

Discrete

104

1

4

1.65

0.932

Number of Owners Wave B

Discrete

104

1

4

1.65

0.922

Number of Owners Wave C

Discrete

104

1

4

1.62

0.906

Number of Owners Wave D

Discrete

104

1

4

1.66

0.951

Level of individualism

Discrete

87

15

91

73.05

26.581

Level of M asculinity

Discrete

87

21

69

60.18

8.556

Level of Uncertainty Avoidance

Discrete

87

13

88

48.13

15.339

Level of Power Distance

Discrete

87

28

94

46.49

14.84

Calculations Variables

Hypotheses Variables

Cultural Distance 4 dimensions

87

0

403.6

43.23

78.56

Sole Owner Wave A

Binary

104

0

1

0.58

0.496

Sole Owner Wave B

Binary

104

0

1

0.57

0.498

Sole Owner Wave C

Binary

104

0

1

0.6

0.493

Binary

Sole Owner Wave D

Continous

104

0

1

0.59

0.495

Blau's Heterogeneity Hisp anic Wave A

Continous

97

0

0.44

0.01

0.062

Blau's Heterogeneity Wave A

Continous

97

0

1

0.12

0.248

Blau's Heterogeneity Hisp anic Wave B

Continous

97

0

0.44

0.01

0.062

Blau's Heterogeneity Wave B

Continous

97

0

1

0.13

0.256

Blau's Heterogeneity Hisp anic Wave c

Continous

104

0

0.5

0.01

0.077

Blau's Heterogeneity Wave C

Continous

104

0

1

0.18

0.329

Blau's Heterogeneity Hisp anic Wave D

Continous

104

0

0.5

0.03

0.114

Blaus' Heterogeneity Wave D

Continous

104

0

1

0.27

0.375
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In order to test H2a and assess the number of homogeneous and heterogeneous EFTs for each of
the four different waves, we selected only the cases for which the respondents were not sole
entrepreneurs as they are by nature homogeneous groups. The frequencies for each selected sample in
each wave resulted in more than 80% of the EFTs with no missing values being completely
homogeneous (table 2.3). This leaves the 20% remaining cases as the ethnically mixed EFTs, which
gives support to H2a.
Table 2.3: Table of frequencies of EFT homogeneity
Wave A

Wave B

Wave C

Wave D

Blau

Blau

Blau

Blau

Blau

Blau

Blau

wave A

wave A

Wave B

wave B

wave C

wave C

wave D

Completely
homogeneous EFT

431

421

422

419

420

423

381

Percentage of total

80.10%

81.40%

81.60%

81.70%

81.90%

82.90%

75.30%

538

517

517

513

513

510

510

19

22

22

532

532

532

Total
M issing

20

19

19

19

Sample

558

536

536

532

Using the same selected samples with only EFTs for each wave, we conducted tests for Pearson r
and logistic regressions to assess the influence of heterogeneity on the outcome of the venture. No
correlations were found between Blau’s indexes of heterogeneity and the status of the venture being
either STARTUP, LAUNCHED or ABANDONED but a significant negative correlation between the
change in Blau’s index (difference between Blau’s index from wave A to B) and the venture being
launched in wave B (r = -.123, p< .05). This suggests that an increase in the heterogeneity of the EFT
has a negative will result in a change in the launch of the venture in the opposite direction. Still, this has
not been confirmed by the corresponding logistic regression analysis. This leads us to conclude that H2b
is not supported.
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Tables 2.4.1 and 2.4.2 report correlations between cultural background of the respondent and the
status of the venture in wave B and C. Even though some independent variables are correlated,
multicollinearity is not a problem since no variables are used simultaneously in the regression.
In wave D, there are no more cases of ventures being still a startup or abandoned, only launched
ventures remain but no significant influence has been found with our predictors.
Table 2.4.1: Pearson r correlations on wave B for cultural background
Venture
Startup
wave B
Venture is a Startup wave B

Venture
Launched
wave B

Venture
Abandoned
wave B

-0.344 **

1

Venture is Abandoned wave B

-0.887 **

-0.129

1

-0.159

-0.088

Level of M asculinity

Level of
M asculinity

Level of
Uncertainty
Avoidance

Level of
Power
Distance

Cultural
Distance

1

Venture is Launched wave B

Level of Individualism

Level of
Individualism

0.162
0.351 **

-0.17

1

-0.284 *

0.382 **

Level of Uncertainty Avoidance

-0.278 *

0.282 *

0.145

-0.297 **

-0.394 *

1
1

Level of Power Distance

-0.058

0.047

0.037

-0.773 **

-0.247 *

0.423 **

1

Cultural Distance

-0.244 *

0.279 *

0.11

-0.883 **

-0.595 *

0.508 **

0.731 **

1

†P<.10, *P<.05, **P<.01

Table 2.4.2: Pearson r correlations on wave C for cultural background
Venture
Startup
wave C
Venture is a Startup wave C

Venture
Launched
wave C

Venture
Abandoned
wave C

Level of
Individualism

Level of
Uncertainty
Avoidance

Level of
Power
Distance

Cultural
Distance

1

Venture is Launched wave C

-0.598 **

1

Venture is Abandoned wave C

-0.665 **

-0.18

1

Level of Individualism

0.187

-0.292 *

Level of M asculinity

0.283 *

-0.376 **

0

0.392 **

Level of Uncertainty Avoidance

-0.284 *

0.424 **

-0.059

-0.297 **

Level of Power Distance

-0.183

Cultural Distance

Level of
M asculinity

-0.28 *

0.233
0.447 **

-0.024

1
1
-0.394 **

1

0.026

-0.773 **

-0.247 *

0.423 **

1

-0.021

-0.883 **

-0.595 **

0.508 **

0.731 **

†P<.10, *P<.05, **P<.01
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1

In Wave B, results show no significant correlation between individualism and the status of the
venture; these results are confirmed as no significance is found in the logistic regression analysis for
Individualism, thus not supporting H3a and H3b for wave B. Still, a significant negative correlation is
found between individualism and the launching of the venture in wave C which suggest that when the
individualism level goes up, the number of ventures launched in wave C goes down. This gives partial
support to our hypotheses in H3b. In addition, Model 1 of the logistic regression analysis shows a
negative influence of individualism on the likelihood to launch the venture (β = -.030; p < .10; -2 Log
Likelihood = 33.266; L Ratio χ 2 = p < .10), giving only partial support to H3b.
Tables 2.5.1 through 2.5.6 report the logistic regression results with regard to the influence of
culture on the likelihood of carrying on the venture. For each wave of the PSED II, three tables are
presenting the results for each of the three venture status: STARTUP, LAUNCHED, and
ABANDONED. Each model presents the results of the logistic regression analysis for each dimension
of culture: Model 1 present INDIVIDUALISM; Model 2, MASCULINITY; model 3, UNCERTAINTY
AVOIDANCE; model 4, POWER DISTANCE; and model 5, CULTURAL DISTANCE.
Wave B correlations show a positive relationship between MASCULINITY and STARTUP and
a negative relationship between MASCULINITY and ABANDONED. Both relationships are confirmed
by the logistic regression analysis. Model 2 reveals a significant positive influence (β = .092; p < .05; -2
Log Likelihood = 78.448; L Ratio χ 2 = p < .01) of masculinity on the likelihood that the venture is
carried on as a startup and a negative influence (β = -.066; p < .05; -2 Log Likelihood = 73.661; L Ratio
χ 2 = p < .05) on the likelihood that the venture is abandoned. This result suggests that the higher the
masculinity level of the entrepreneur’s cultural background, the more likely the venture is to be carried
on as a startup instead of being abandoned in the first year. In wave C, the significant positive
correlation between MASCULINITY and STARTUP is not confirmed by model 2. Still,
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MASCULINITY and LAUNCHED are significantly negatively correlated in wave C (r = -.376, p <
.001) and this is later confirmed by model 2 (β = -.105; p < .10; -2 Log Likelihood = 32.165; L Ratio χ 2
= 4.78; p < .05).
Wave B correlations show significant negative relationship between UNCERTAINTY
AVOIDANCE and STARTUP (r = -.278, p < .05) and a positive correlation between UNCERTAINTY
AVOIDANCE and LAUNCHED. Model 3 confirms this significant negative influence (β = -.045; p <
.05; -2 Log Likelihood = 81.298; L Ratio X2 = p < .05) of uncertainty avoidance on the likelihood that
the startup is carried on in wave B and a significant positive influence (β = .066; p < .05; -2 Log
Likelihood = 26.152; L Ratio χ 2 = p < .05) of uncertainty avoidance on the likelihood that the venture is
launched in wave B. Identically, correlations for UNCERTAINTY AVOIDANCE in wave C show the
same relationships with STARTUP (r = -.284, p < .05) and with LAUNCHED (r = .424, p < .01). These
results are again confirmed by model 3 for STARTUP (β = -.056; p < .10; -2 Log Likelihood = 57.207;
L Ratio χ 2 = p < .05).
Model 4 describes results for power distance, and neither correlations nor logistic regression
analyses found significant results for this dimension alone, suggesting that the level of acceptance of an
unequal distribution power does not influence the outcome of the venture effort in any way.
Lastly, cultural distance (CD) shows significant correlations in both wave B and wave C. It is
negatively correlated with STARTUP (r = -.244, p < .05) in wave B and in wave C (r = -.280, p < .05).
This is confirmed by model 5 with (β = -.006; p < .10; -2 Log Likelihood = 82.969; L Ratio χ 2 = p <
.05) for wave B and (β = -.009; p < .10; -2 Log Likelihood = 58.055; L Ratio χ 2 = p < .10) for wave C,
suggesting that the likelihood of carrying on the venture as a startup is reduced by the distance between
the immigrants’ culture and the natives’. The positive correlation of CD with LAUNCHED in wave B (r
= .279, p < .05) and in wave C (r = .447, p < .01) is also confirmed by the logistic regression analysis
showing a positive influence of CD on the likelihood to launch the venture in wave B (β =.008; p < .05;
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-2 Log Likelihood = 27.410; L Ratio χ 2 = p < .10) and in wave C (β =.014; p < .05; -2 Log Likelihood =
29.916; L Ratio χ 2 = p < .01).
Table 2.5.1: Logistic regression analysis of venture being a STARTUP in Wave B on culture
Variables

Model 1

Model 2

Model 3

Model 4

IND

MASC

UA

PD

Parameter

Β

Constant

-0.047

0.954

0.013

1.013

Individualism

Exp(β)

Masculinity

β

Exp(β)

-4.54 *

0.011

0.092 *

1.096

β

Exp(β)

3.103 **

22.257

-0.045 *

Uncertainty Avoidance

β

Model 5
CD

Exp(β)

1.286

3.617

-0.009

0.991

Exp(β)

1.181 ***

3.259

0.956

Power Distance
Cultural Distance
M odel

β

-0.006 †
df

1

1

1

1

1

-2 Log Likelihood

85.104

78.45

81.298

86.684

82.969

2

1.82

2

0.036

0.158

0.107

0.005

0.076

Hosmer & Lemeshow

5.176

3.022

1.789

3.138

2.463

L Ratio X

Nagelkerke R

8.48 **

5.63 *

0.24

0.994

39.55 *

N = 104. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01; ***p<.001 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.

Table 2.5.2: Logistic regression analysis of venture being LAUNCHED in wave B on culture
Variables

Model 1

Model 2

Model 3

Model 4

IND

MASC

UA

PD

Parameter

Β

Exp(β)

Constant

-1.371

0.254

Individualism

-0.022

0.978

Masculinity

β

Exp(β)

0.08

1.083

-0.05

0.951

β

Uncertainty Avoidance

Exp(β)

-6.494 **

0.002

0.066 *

4.937

Power Distance

β

CD
Exp(β)

-3.42 *

0.033

0.012

0.693

Cultural Distance
M odel

Model 5
β

Exp(β)

-3.446 ***

0.008 *
df

1

1

1

1

1

-2 Log Likelihood

29.315

29.47

26.152

30.752

27.414

L Ratio X2

1.58

1.43

Nagelkerke R2
Hosmer & Lemeshow

0.062

0.056

0.183

0.006

0.135

1.618

2.804

0.731

4.491

2.435

4.74 *

N = 104. Values represent
†p < .10; *p < .05; **p <
β = logistic regression
Exp(β) = odds ratio.
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0.14

3.48 †

0.032

1.008

Table 2.5.3: Logistic regression analysis of venture being ABANDONED in wave B on culture
Variables

Model 1

Model 2

Model 3

Model 4

IND

MASC

UA

PD

Parameter

Β

Constant

-0.629

0.533

Individualism

-0.008

0.993

Exp(β)

Masculinity

β

Exp(β)

2.699

14.86

-0.07 *

0.936

β

Uncertainty Avoidance

Exp(β)

-2.32 *

0.098

0.023

1.023

Power Distance

β

Model 5
CD

Exp(β)

-1.447

0.235

0.006

1.006

Cultural Distance
M odel

β

Exp(β)

-1.309 ***

0.003
df

1

1

1

1

1

-2 Log Likelihood

78.17

73.66

72,216

78.606

77.898

L Ratio X2

0.53

1.49

0.1

0.81

2

0.011

0.102

0.031

0.002

0.017

2.138

4.111

2.241

3.381

6.8

Nagelkerke R
Hosmer & Lemeshow

5.04 *

0.27

1.003

N = 104. Values represent
†p < .10; *p < .05; **p <
β = logistic regression
Exp(β) = odds ratio.

Table 2.5.4: Logistic regression analysis of venture being a STARTUP on wave C on culture
Variables

Model 1

Model 2

Model 3

Model 4

IND

MASC

UA

PD

Β

Parameter
Constant
Individualism

Exp(β)

-0.282

0.754

0.016

1.016

β

Exp(β)

-4.755

0.009

0.092

1.097

Masculinity
Uncertainty Avoidance

β

Exp(β)

β

3.422 *

30.633

2.148 *

-0.056 †

0.946

CD
Exp(β)

-0.028

Power Distance

Model 5

Cultural Distance

8.566

β

Exp(β)

1.199 **

0.972
-0.009 †

M odel

df

1

1

1

1

1

-2 Log Likelihood

60.103

57.832

57.207

60.221

58.055

L Ratio X2

1.69

2

0.046

0.106

0.122

0.043

0.101

6.719

1.874

4.149

0.86

4.848

Nagelkerke R
Hosmer & Lemeshow

3.96 *

4.59 *

N = 104. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.
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1.57

3.316

3.74 †

0.991

Table 2.5.5: Logistic regression analysis of venture being LAUNCHED in wave C on culture
Variables

Model 1

Model 2

Model 3

Model 4

IND

MASC

UA

PD

Parameter

Β

Exp(β)

Constant

0.028

1.029

Individualism

-0.03 †

0.971

β

Exp(β)

4.241

69.467

-0.105 †

Masculinity

β

Exp(β)

-8.57 **

0

β

Model 5
CD

Exp(β)

-3.828

0.022

0.039

1.04

β

Exp(β)

-2.785 ***

0.9
0.134 *

Uncertainty Avoidance

1.143

Power Distance
Cultural Distance

.014*

M odel

1.014

df

1

1

1

1

1

-2 Log Likelihood

33.266

32.165

26.467

34.876

29.916

L Ratio X2
Nagelkerke R2
Hosmer & Lemeshow

3.68 †

0.062

4.78 *

10.48 **

2.07

7.03 **

0.135

0.174

0.36

0.077

0.25

4.544

1.153

0.17

1.174

2.209

N = 104. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01; ***p<.001 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.

Table 2.5.6: Logistic regression analysis of venture being ABANDONED in Wave C on culture
Variables

Model 1

Model 2

Model 3

Model 4

IND

MASC

UA

PD

Β

Parameter

Exp(β)

Constant

-1.341

0.262

Individualism

-0.002

0.998

β

Exp(β)

β

-1.524

0.218

0

1

Masculinity
Uncertainty Avoidance

Exp(β)

1.005

0.366

-0.012

0.988

Power Distance

β

CD
Exp(β)

-1.751

0.174

0.005

1.005

Cultural Distance
M odel

Model 5
β

Exp(β)

-1.505 ***

0.222

-0.001

0.999

df

1

1

1

1

1

-2 Log Likelihood

42.095

42.121

41.962

42.09

42.099

L Ratio X2

0.03

0

0.16

0.03

0.21

Nagelkerke R2
Hosmer & Lemeshow

0.001

0

0.006

0.001

0.001

1.253

0.495

1.021

1.254

1.001

N = 104. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01; ***p<.001 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.

No significant results have been found in wave D
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Discussion
No significant results have been found to explain the occurrence of attrition in the venture
process. Neither heterogeneity of the EFT nor the cultural background of the entrepreneur influences the
likelihood of the venture effort to be abandoned. More explanatory variables can be explored in future
research using the PSED II. The lack of results for the influence of individualism on the outcome of the
venture seems to be a confirmation of previous research that found no significant difference between
entrepreneurs from different countries. Still, our exploration of other dimensions of culture offers an
alternative explanation.
Levels of masculinity in the culture showed inconsistent results in its ability to influence the
outcome of the venture effort. Masculinity infers that the gap between men’s and women’s assertiveness
and competitiveness is low. On the contrary, femininity in a culture suggests a larger gap between the
same attributes across genders (Hostede, 1980). If the sample has a majority of men, then masculinity
may not show any significance. By controlling for gender in the analysis, future research may be able to
reconciliate the results for masculinity.
Results from the analysis of uncertainty avoidance indicate that the greater the level of
uncertainty avoidance in the cultural background of the entrepreneurs, the lower the likelihood that the
venture is carried on as a startup and the higher the likelihood that the venture is launched. As high
uncertainty avoidance represents the lack of tolerance for ambiguity and uncertainty and a preference for
set rules and safety measures, these results suggest that entrepreneurs from high uncertainty avoiding
cultures have a higher propensity to launch the business than entrepreneurs from countries with higher
tolerance for uncertainty. The country of the PSED, the U.S., has a high tolerance for uncertainty. Our
results suggest that the ones from uncertainty avoiding cultures that launch the business are then
immigrants. Also, we could suggest that as launching the business makes the operations official, it
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reduces ambiguity and uncertainty. Still, we do not control for the number of years of venture efforts
before the first survey in wave A, which needs to be tested for in future research.
Cultural distance proved to be consistently significant. Results suggest that the higher the
cultural distance between the immigrant’s culture and the culture from the host country (here the US) the
more likely the venture is to be launched and the less likely it is to be carried on as a startup. We are
limited here by the assumption of symmetry (Kogut & Singh, 1988; Shenkar, 2001) as the cultural
distance index is an absolute value thus, does not provide direction to explain whether the distance is
positive or negative. Further research will need to be conducted to appreciate the direction of the
differences and assess their importance in the immigrants venture process. Moreover, numerous
variations of cultural dimensions and country distance measures have been developed and offer ways to
explore immigrant entrepreneurship further.
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Essay# 3: Failure to Launch (or Not): An Exploration of the Influencing Factors

Introduction
The impact of new business creation on innovation, employment and economic growth has been
supported by an extensive body of literature (Gartner, Shaver, Carter, & Reynolds, 2004). Still, “Failure
is the central and consistent phenomena of the small business sector” (Beaver, 2003). Moreover, “only
about one half of all aspiring business founders succeed in creating new organizations that appear in
public records” (Aldrich, 1999). Thus, there exists a necessity for entrepreneurship research to explore
what makes a successful new venture and what makes a venture fail to launch.
Whilst there is an increasing body of literature on the subject resulting from the release of PSED
and GEM data within the last decade, recent research has shown quite conflicting results. (Johnson,
Parker, & Wijbenga, 2006). Potential differences in women- and men-owned businesses have been
explored (Perry, 2002; Watson, 2003; Fairlie & Robb, 2009) and found opposing results. Ethnic and
minority entrepreneurship research has faced the same ambiguities (Greene & Owen, 2004; Constant &
Zimmermann, 2006; Levie, 2007). These conflicting results are a sign that interactions exist that are not
included in the studies.
With immigrants playing a large part in entrepreneurial activities, it is legitimate to ask how
immigrant-owned businesses might differ from local- (or national-) owned businesses. Are they more
likely to fail? Are there differences in planning, strategic decision making and outcomes? Studies in
Germany and the U.K. found immigrant status to influence entrepreneurial activities (Constant &
Zimmermann, 2006; Levie, 2007), consequently challenging the assumption that as racial and ethnic
characteristics have a large impact on the propensity to become an entrepreneur, immigrant status would
seldom influence entrepreneurial outcomes, behaviors, or activities (Greene & Owen, 2004).
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Literature review
Our intent is to explore The Panel Study of Entrepreneurial Dynamics and isolate which
predictors best distinguish which nascent entrepreneurs (NEs) will launch the business activities,
continue on the start-up process or quit altogether. Although, we would like to put an emphasis on the
socio-cultural aspect of this study, we still explore factors of entrepreneurial dynamics that have been
recently found of influence in this decision process.

1.1

PERSONAL CHARACTERISTICS/HUMAN CAPITAL AND FAILURE TO LAUNCH
From previous research, we infer that age, education, marital status, work experience, current

business ownership (i.e., self-employment, small business ownership) are likely to be used as personal
characteristics of the entrepreneur or entrepreneurial team (Johnson, Parker, & Wijbenga, 2006).
Entrepreneurial entry can be influenced by education through the gain of knowledge to solve
complex problems and accomplish tasks more effectively, through the acquisition of trade skills or
credential that open doors to resource providers and networks, and through an indication of achievers
traits such as assertiveness and ambition (Kim, Aldrich, & Keister 2006). Furthermore, Kim et al.
(2006)’s findings suggest that college graduates are more likely to become entrepreneurs than people
with high school degrees or no degree. Still, this is not confirmed for post-graduates as they might be
more attractive to employers, thus not as attracted to venture creation. This suggests a curvilinear
relationship between education and attempts at entrepreneurship. Previous research on human capital
has found education to have relatively consistent results and educated entrepreneurs might be more
“outward looking” than those without a degree (Kundu & Katz, 2003). Also, Capelleras and Greene
(2008) found that business education is significantly related to the speed of venture creation. Still, the
influence of education on entrepreneurship stays ambiguous (Kim et al., 2006) and might not provide
any significant results.
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Experience is another component of human capital. Kim et al. (2006) propose four types of
experience that influence entrepreneurship in various ways. Previous managerial experience and being
currently self-employed or owning a business positively influences entrepreneurial entry. On the other
hand, full-time work experience (non-managerial) and having previous start-up experience does not.
Moreover, when compared with individuals with no start up experience, those with previous start-up
experience were found less likely to attempt another venture but more likely to avoid mistakes (Kim et
al., 2006). Individual with previous entrepreneurial experience are expected to navigate faster through
the process of venture creation (Becker, 1994) and previous domain-relevant experience provides
familiarity on where to find the necessary information (Forbes, 1995), thus allowing the experienced
entrepreneur as well the novice entrepreneur with industry experience to process information faster and
more efficiently. Thus, we would expect nascent entrepreneurs with various degrees of experience to
obtain various results in their venture creation process.

Research Question 1: There will be differences in human capital scores between groups of NEs
who quit, launch the business, or are still in progress.

1.2

FINANCIAL CAPITAL AND FAILURE TO LAUNCH
Kim, Aldrich, and Keister (2004) review of previous research shows that financial capital plays a

critical role in entrepreneurship and individuals who own their home, have high net worth, high income
or received money from inheritance are more likely to become self-employed. Kim et al. (2006)
hypothesize that household wealth has a positive curvilinear association with entrepreneurial entry:
financing a startup may require a consequent amount of money that might not be easily available to the
entrepreneur with little personal wealth, thus reducing the likelihood of entrepreneurial entry. As family
wealth increases, the constraints of the financial market are relaxed by the presence of personal or
family wealth as the nascent entrepreneur is not limited by the availability of only external financial
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resources (Dunn & Holtz-Eakin, 2000). Though, at higher level of personal or family wealth, the
attractiveness of venture creation may be offset by the level of involvement necessary in the venture
process and funding other entrepreneurial ventures might seem more attractive than getting involved
personally.
Household income is also to be taken in consideration. For Blanchflower and Oswald (1998),
involvement in a venture may be offset by the opportunity cost of losing or decreasing their employment
income. Comparing the potential gain from a startup to the potential loss of employment income, the
nascent entrepreneur may make the decision that their opportunity cost is low enough so there is not
much to lose. The higher the income, the more likely that the opportunity cost will be seen as high, thus
will hinder the attractiveness of self-employment. Hence, there might exist a curvilinear relationship
between Income and entrepreneurial entry (Kim et al., 2006). Still, Kim et al. (2006) found that financial
resources (represented by household wealth and household net worth) did not influence being an
entrepreneur. We suggest that income will influence the likelihood to remain in the startup process, but
wealth will influence the likelihood to launch or quit the venture.

Research Question 2: There will be differences in financial capital scores between groups of
NEs who quit, launch the business, or are still in progress.

1.3

SOCIAL CAPITAL/SOCIO-CULTURAL CHARACTERISTICS AND FAILURE TO LAUNCH
A stream of research explored the influence of gender on business failure with mixed findings.

Kalleberg and Leicht (1991) and Perry (2002) found gender not influencing the likelihood of small
businesses to fail or succeed. On the other hand, discrepancies between the stereotypes held about a
social group and the attributes for success in a certain social role create a potential for prejudice (Eagly
& Karau, 2002). Thus, women may suffer prejudice when stereotypes held about them are incongruent
with what attributes are expected from a successful entrepreneur. Consequently, to avoid prejudice
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women’s businesses would benefit from including more males in their advisors or managers team
(Godwin, Stevens, & Brenner, 2006).
Eagly & Karau (2002)’s stereotype issues could prevail in the same way with cultural stereotypes
applied to social groups of a different race, ethnicity, or origin being incongruent with expectations, thus
creating prejudice. Further, one of the push factors that Kumar (2007) shows as influencing the
willingness to start a business is immigrant status as immigrant are more likely to choose selfemployment because, on one hand, they are risk-takers by nature and, on the other hand, they are often
discriminated against and have more difficult access to employment and upward mobility (Constant &
Zimmermann, 2006). Furthermore, immigrants’ propensity to engage entrepreneurial activities has been
found differing from that of locals in both in Germany and in the United Kingdom. Thus, inviting us to
concur with Tiessen (1997)’s advice that “Researchers should not assume entrepreneurship is similar in
different cultures.” (Lussier & Pfeifer, 2000)
Another socio-cultural aspect that had received previous interest from researchers was the
influence of having a parent entrepreneur on entrepreneurial activities. Kim et al. (2006) considered to
be cultural capital any experience with family members involved in entrepreneurial activities. They also
found it to be unrelated to the propensity of an individual to start a new business while an extended body
of literature found some influence (Dunn & Holtz-Eakin, 2000; Mungai & Ramakrishna Velamuri,
2011).
Consequently, we suggest that more males and more ethnic heterogeneity in the EFT will benefit
the launch of the venture by reducing the prejudice argued by Eagly & Karau (2002) and by creating the
potential for a greater variety of viewpoints. The presence of parent entrepreneurs will be influencing
both the startup process as the offspring gained entrepreneurial knowledge through their parents and the
propensity to launch the venture as they may be able to network and access family wealth more easily.
Thus,
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Exploratory Question 3: There will be differences in social capital scores between groups of
NEs who quit, launch the business, or are still in progress.

Methodology
2.1

SAMPLE
We will use the Panel Study of Entrepreneurial Dynamics (PSED II) nested at the University of

Michigan Institute for Social Research Survey of Consumer Attitudes. The PSED provides detailed
information on the start-up process and answer questions such as; “how do nascent entrepreneurs go
about the process of starting firms? An entrepreneur’s start-up activities can take the form of four
possible pathways: (1) the entrepreneur creates an infant firm; (2) The nascent entrepreneur can be still
“trying” to start the business; (3) The nascent entrepreneur can put the start up effort “on hold” with
expectations of continuing to pursue the start up process later; and (4) the nascent entrepreneur can “give
up” and abandon the start up effort” (Gartner et al., 2004). Another question that can be answered by the
PSED is” Why are some of these business start-up efforts successful in creating new firms?” (Gartner et
al., 2004, p. xii).
Several subsequent stages are included in the PSED II dataset. First, a screening of 31,845
individuals allowed to identify 1,214 nascent entrepreneurs representative of 12 million adult
individuals. Second, a subsequent stage of data collection involved phone interviews plus selfadministered questionnaires (Wave A). The third stage consisted in subsequent waves of 12 months
(wave B) and 24 month (wave C) follow-up interviews of the 1,214 nascent entrepreneurs identified in
first stage. The PSED considers nascent entrepreneurs those who meet four criteria: 1) consider
themselves involved in the firm creation process (responded “yes” to the question: “are you alone or
with others, now trying to start a new business?”), 2) have been involved in some start-up activity in the
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past 12 months, 3) expect total or part of new firm’s ownership, 4) the start-up is not yet considered an
operating business. (Reynolds & Curtin, 2006).
Some questions are only asked during the first interview: enduring characteristics such as selfdescription, family background, etc. Other questions are asked repeatedly at each wave of interview as
long as the respondent is still in the start-up process. If the respondents declare they quit the start-up
process, they are asked a series of different questions related to the reasons for quitting. If the
respondents declare that “they have successfully implemented a new firm, they are considered part of a
second panel and are re-interviewed each year”. (Reynolds & Curtin, 2006) p.9
Lussier & Pfeifer, 2000, p. 60 warned that“… there are many differences between cultures that
one cannot control for during cross-cultural studies (Shane, 1993, 1994, 1996). For example, there are
different legal systems, government support of entrepreneurship, economies, attitudes towards business
failure, and other factors”. By using the PSED, we control for the year and the country of operation (the
USA). Thus, the legal system, government support of entrepreneurship, economies, and attitude towards
business failure are identical for the sample. Hence, we then control for most of the conditions identified
as being issues in cross-cultural studies and control for differences in economic opportunity.
In addition, the PSED gives the advantages of: first, overcoming the problem of “survival bias”
that arises from analyzing (selected) samples of start-ups that survived rather than the set of al start-ups
(Gartner and Carter, 2003), second, overcoming the problem of “Hindsight bias” that “arises when
entrepreneurs conflate events that occurred after start-up with those before and at the time of start-up”
(Parker & Belghitar, 2006) p 82. Furthermore, following Carter (1996)’s argument that if the venture
takes longer than a year to be launched, it will be unlikely that it will be ever realized, we decide to
focus on the status of the venture a year after it has been first surveyed.
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2.2

DEPENDENT VARIABLES

By observing waves A and B of the PSED we identify 3 mutually exclusive groups of EFTs:
(1) The group who is still in the venture process after the 1st year,
(2) The group who launched the venture during the 1st year, and
(3) The group that quit altogether (none of the members of the EFT is involved in this venture
process anymore).
For this we isolate the 3 groups and create Venture status Wave B, a discrete variable that is coded 1 if
the status of the venture in wave B survey is STARTUP, 2 if it is LAUNCHED, and 3 if it is QUIT (the
venture project has been abandoned), the missing value is 9 when there has been no response. There are
242 cases with non-response leaving 972 cases for analysis. Later, for the purpose of running a logistic
regression, we dichotomize the groups into 3 dummy variables: Venture Startup, Venture Launched,
Venture Abandoned each coded 0 for NO and 1 for YES.

2.3

EXPLANATORY/INDEPENDENT VARIABLES

Most of the literature studies the individual characteristics of the nascent entrepreneurs as sole
entrepreneur even though many ventures are the fruit of a common effort. We propose to look into the
characteristics of the entrepreneurial founding teams (EFTs) for the composite variables:

Human

Capital, Socio-cultural capital, and Financial capital.
The variables selected to represent Human Capital as a predictor of VENTURE STATUS are
age, marital status, education, current business ownership, self-employment status, previous, work,
managerial and startup experience. The average age in the EFT is used to code the binary variable AGE
CATEGORY OF THE EFT: (1) representing an EFT with an average age from 18 to 29, (2) an average
age of 30 to 39, (3) from 40 to 49, (4) from 50 to 59, (5) from 60 to 69, and (6) an EFT of average age of
70 or more. In the same way, the proportion of EFT members that are married is used to code the
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discrete variable CATEGORY MARRIED for which (1) represents an EFT with less than 25% of
married members, (2) represents an EFT with 25% to less than 50% of members married, (3) from 50%
to less than 75% of married members, and (4) when 75% or more EFT members are married. The
variable representing EDUCATION CATEGORY has been coded as a binary variable, where 1
represents an average level of education up to some college, and 2 represents an average level of
education of at least college graduate. This has been calculated through a weighted average of the
education level of the members of the EFT: “up to high school” was weighted 1, “technical/vocational”
and “some college” were both weighted 2, “college graduate” was weighted 3, and “post college” was
weighted 4. Current business ownership has been calculated as a discrete variable representing the
proportion of EFT members owning other businesses. The variable CATEGORY OF BUSINESS
OWNERS is coded 1 for less than 50% of EFT members owning other businesses and 2 if 50% of more
own other businesses than the venture analyzed. SELF EMPLOYMENT STATUS is a discrete variable
coded 1 if the respondent is a small business owner, 2 if self-employed, 5 if neither. The selfemployment status of other members of the EFT is unknown. Experience is calculated in three ways:
members with previous startup experience, years of managerial experience and industry experience (net
of managerial experience). For both industry and managerial experience seven categories are created to
code the respective discrete variables CATEGORY OF EFT INDUSTRY EXPERIENCE and
CATEGORY OF EFT MANAGERIAL EXPERIENCE. These categories are coded as follows: 1 for an
average EFT experience of 0 to 5 years, 2 for an experience of 6 to 10 years, 3 for 11 to 15 years, 4 for
16 to 20 years, 5 for 21 to 25 years of experience, 6 for 26 to 35 years, and 7 for an average experience
of more than 35 years. For the discrete variable CATEGORY OF EFT STARTUP EXPERIENCE, the
coding is 1 if less than half the members of the EFT have previous startup experience and 2 if at least
half of them have previous startup experience.
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The variables selected to represent social capital as a predictor of venture status after a year are:
GENDER OF THE EFT (coded 1=All female EFT, 2=Mostly female, 3=Mostly males, 4=All males),
IMMIGRANT STATUS (0=Not born from 2 foreign parents, 1=Born from 2 foreign parents), ethnicity
of the EFT measured through BLAU’S INDEX for all ethnicities and for hispanics only (1=Completely
ethnically homogenous EFT, 2=Mixed EFT), and whether the nascent entrepreneur’s parents were
entrepreneurs themselves (1=yes, 0=No). The variables chosen to define financial capital as predictor of
venture status are HOUSEHOLD NET WORTH and HOUSEHOLD INCOME following Kim et al
(2006).

2.4

ANALYSIS
First, we run cross-tabulations on all the cases to assess the odds of the outcomes occurring given

our variables of interest. Then, we differentiate between immigrant and non-immigrant respondents, and
run a second series of cross-tabulations with our dummy outcome variables to identify which of our
defined variables are of significance. Last, we conduct a series of Logistic Regressions to assess each
outcome’s probability of occurring based on subsets of explanatory variables that best capture the
differences between those groups.

2.5

RESULTS

2.5.1 Human Capital
In table 3.1 we present the descriptive statistics for the analysis of the influence of human capital
on the venture status after the 1st year of the surveyed venture process. Of the 972 responses remaining
from the original 1214 surveys in wave A, 635 or 65% are still in the startup process after a year, 131 or
13% have been launched since the last survey and, 206 or 21% have been abandoned between wave A
and Wave B surveys. Of the original 1214 responses in wave A, we calculated the average age of the
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1195 EFTs that answered: 16% of them average between 18 and 29 years of age, 76% are between 30
and 60 years of average age, and the remaining 8% are of 60 years old or more on average. More than
half of the EFTs has a majority of members that are married and the majority of the EFTs has a level of
education lower than a college degree.
Table 3.1: Descriptive Statistics Human Capital
Variable type

N Minimum Maximum

Mean

Std.

Dependent Variable
Venture status after 1 year

Discrete

972

1

3

1.56

.819

Venture start up on wave B

Binary

972

0

1

.65

.476

Venture launched on wave B

Binary

972

0

1

.13

.342

Calculation Variables

Venture abandonned on wave B

Binary

972

0

1

.21

.409

Continuous

1214

.00

1.00

.5260

.47511

Discrete

1194

1.00

4.00

2.3066

.94931

Prop owners w/ other business

Continuous

1213

.00

1.00

.2267

.37808

EFT Average years in industry

Continuous

1192

0

65

9.09

9.675

EFT Average years of management

Continuous

1179

0

45

10.44

9.081

Team proportion of startup experience

Continuous

1182

.00

1.00

.4559

.45113

Age category of the EFT

Discrete

1195

1

6

2.89

1.231

Proportion married A
Weighted average level of Education

Hypotheses Variables
Category married

Discrete

1214

1

4

2.61

1.432

Education category

Discrete

1194

1

2

1.37

.483

Category of Business owners

Discrete

1213

1

2

1.27

.444

Category of EFT industry experience

Discrete

1192

1

7

2.23

1.628

Category of EFT managerial experience

Discrete

1179

1

7

2.43

1.602

Category of EFT startup experience

Discrete

1182

1

2

1.52

.500

Self employed

Binary

1210

0

1

.69

.461

Small business owner

Binary

1210

0

1

.13

.332

Valid N (listwise): 906

Cross-tabulations reported a significant association between the status of the venture after a year
of venture process and (1) the average age of the EFT (2 = 19.253, p = .037), (2) the EFT average level
of education (2 = 4.958, p = .084), (3) the EFT average years of industry experience (2 = 24.273, p =
.019), and (4) the EFT average years of managerial experience (2 = 23.026, p = .028). Notably, the
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calculation of the odds ratios seems to highlight the fact that EFT with members averaging an age
comprised between 18 and 29 years old are 2.3 times less likely to launch the business and 1.43 more
likely to abandon the venture in the first year than older EFTs. In addition, EFTs older than 70 years old,
on average, are 1.79 times less likely than other EFTs to abandon the venture in the first year (fig. 3.1).
Figure 3.1: EFT average age category

Odds ratio

EFT average age category
1.80
1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20
0.00

18‐29
y.o

30‐39
y.o.

40‐49
y.o.

50‐59
y.o.

60‐69
y.o.

70+

odds ratio launch

0.44

1.67

1.20

0.61

1.51

0.89

odds ratio quit

1.43

1.16

0.95

0.76

1.05

0.56

Also, EFTs with an average level of education of at least a college degree are 1.31 more likely to
launch the business and 1.27 less likely to abandon the venture within the first year than EFTs with a
lower level of education (fig. 3.2). This shows an influence of the level of education on both the odds to
launch and to abandon the venture. A further analysis of the odds with more categories of education
level was hindered by the number of cells with an expected count of less than 5 that was exceeding 20%.
Thus, we could not test a further analysis of Kim et al (2006)’s assertion that there is a curvilinear
relationship between level of education and nascent entrepreneurship.
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Figure 3.2: EFT average level of education
EFT average level of education
1.40

Odds ratio

1.20
1.00
0.80
0.60
0.40
0.20
0.00

Up to some college
or vocational

College graduate and
beyond

odds ratio launch

0.76

1.31

odds ratio quit

1.27

0.79

The odds ratios for EFT average industry net of managerial experience show that EFTs with an
average industry experience of 16 to 20 years are 1.45 times more likely to launch and 2.3 times less
likely to abandon the venture than other EFT categories. EFTs with less than 5 years of industry
experience are 1.78 times more likely to abandon the venture when EFTs with 26 to 35 years of
experience are 3 times less likely and EFTs with 35 or more years of industry experience are 4.35 times
less likely to abandon the venture than other categories of EFTs. This seems to infer that industry
experience somewhat diminishes the likelihood of abandoning the venture. Still, in our sample, it does
not, on average, seem to influence the odds of launching the venture (fig. 3.3).
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Figure 3.3: EFT years of industry experience

Odds ratio

EFT years of Industry experience
2.00
1.80
1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20
0.00
0 to 5

6 to 10

11 to
15

16 to
20

21 to
25

26 to
35

35
years +

odds ratio launch

0.85

1.17

0.90

1.45

0.96

1.07

0.73

odds ratio quit

1.78

0.84

0.97

0.43

0.92

0.33

0.23

On the contrary, the number of years of managerial experience seems to increase the odds to
launch the venture (see Fig 3.4), with the EFTs that average 26 to 35 years and those with more than 35
years of managerial experience being respectively 1.92 and 1.95 times more likely to launch the venture
compared to EFTs with less than 5 years of managerial experience being 1.59 times less likely to launch
than the other categories of EFTs. Furthering, Kim et al (2006)’s findings that managerial experience
has a positive influence on nascent entrepreneurship, our results show that it also positively influences
the odds to launch the venture.
Figure 3.4: EFT years of managerial experience
EFT years of managerial experience
2.50

Odds ratio

2.00
1.50
1.00
0.50
0.00
0 to 5

6 to 10

11 to 15 16 to 20 21 to 25 26 to 35

35 years
+

odds ratio launch

0.63

0.69

1.30

1.25

1.59

1.92

1.95

odds ratio quit

1.31

0.84

1.14

1.00

0.73

0.48

0.61

59

2.5.2 Social Capital
Table 3.3 presents the descriptive statistics for social capital. Of the 972 cases observed, 4% are
entrepreneurs born abroad of both foreign parents. Of these immigrant entrepreneurs, 5% launched the
business and 30.8% abandoned the venture in the first year of being surveyed. Of the non-immigrants,
13.8% launched the business and 20.8% abandoned the venture in the first year. This shows an
interesting discrepancy between immigrants and non-immigrants in the outcome status of the venture.
Table 3.3: Descriptive statistics social capital

Variable Type

N Minimum Maximum

Std.
Mean Deviation

Dependent Variable
Venture status after 1 year

Discrete

972

1

3

1.56

.819

Calculation Variables
Venture start up on wave B

Binary

972

0

1

.65

.476

Venture launched on wave B

Binary

972

0

1

.13

.342

Venture abandonned on wave B

Binary

972

0

1

.21

.409

BLAU's index hispanic wave A

Continous

1214

0

1

.86

.346

BLAU's index wave A

Continous

1167

.00

.50

.0105

.07009

US born 2 generations

Continous

1167

.00

1.00

.0637

.17750

Hypotheses Variables
Blau's Hispanic index category

Binary

1167

1

2

1.02

.148

Blau's index category 2

Binary

1167

1

2

1.12

.328

Foreign born with 2 foreign parents

Binary

1214

0

1

.04

.203

Parents entrepreneurs

Binary

1209

0

1

.52

.500

Gender category

Binary

1202

1

4

2.94

1.186

Valid N (listwise): 919

In the cross tabulation analyses of our variables of interest, only the nascent entrepreneurs who
had parents themselves who were entrepreneurs showed a relationship with the status of the venture
after the 1st year of being surveyed (2 = 5.361, p = .069). Counter-intuitively, the odds ratios (fig. 3.5)
demonstrate that nascent entrepreneurs who had parents who were entrepreneurs are 1.42 times less
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likely to launch the venture and 1.19 times more likely to quit during the first year after being surveyed
than is the other group.
Figure 3.5: Parent entrepreneurs
Parents entrepreneurs
1.60
1.40
1.20

Odds ratio

1.00
0.80
0.60
0.40
0.20
0.00

2.5.3

NO

YES

odds ratio launch

1.42

0.71

odds ratio quit

0.84

1.19

Financial capital
The variables chosen to define Financial Capital as predictor of Venture Status are Household

Net Worth and Household Income following Kim et al (2006)’s exploration of financial capital as an
antecedent to being an entrepreneur (table 3.4). In order to run the analysis with enough counts in each
cross-tabulation cells, we reduced the categories on the higher and lower ends of each variable (Table
3.5).
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Table 3.4: Descriptive statistics financial capital
Variable Type

N Minimum Maximum

Mean

Std.
Deviation

Dependent Variable
Venture status after 1 year

Discrete

972

1

3

1.56

.819

Household Income/10K

Continuous

1105

.0

1126.7

8.41

35.025

Household Net Worth/10K

Continuous

1009

-100.0

15301.0

58.58

546.759

Discrete

1133

1

12

6.92

2.972

Calculation Variable

Hypothesis Variable
HH INCOME--SUMMARY

Discrete

1151

1

9

5.20

1.773

Category of Household income

Discrete

1133

1

5

2.73

1.022

Category of Household Net Worth

Discrete

1151

1

6

3.11

1.456

HOUSEHOLD NET WORTH-SUMMARY

Valid N (listwise): 791

Table 3.5: Variables coding

HH Net Worth Summary

Category of Household Net
Worth

HH Income Summary

Category of
Household Income

1

Less than -$100K

1 Negative Net Worth

1

Under $5K

1 $0K to $20K

2

-$100K to -$50K

2 $0 to less than $100K

2

$5K to less than $10K

2 $20K to $50K

3

-$50K to less than $0

3 $100K to less than $250

3

$10K to less than $20K

3 $50K to $100K

4

$0 to less than $100K

4 $250K to less than $500K

4

$20K to less than $30K

4 $100K to $200K

5

$100K to less than $250K

5 $500K to less than $1M

5

$30K to less than $40K

5 $200K and more

6

$250K to less than $500K

6 $1M and more

6

$40K to less than $50K

7

$500K to less than $750K

7

$50K to less than $60K

8

$750K to less than $1M

8

$60K to less than $80K

9

$1M to less than $2.5M

9

$80K to less than $100K

10 $2.5M to less than $5M

10 $100K to less than $150K

11 $5M to less than $10M

11 $150K to less than $200K

12 $10M and more

12 $200K to less than $300K
13 $300K to less than $500K
14 $500K and more
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Figure 3.6: Household net worth
Household Net Worth
3.00
2.50

Odds ratio

2.00
1.50
1.00
0.50
0.00

Less
than ‐
$50K

$‐50K
to ‐$1

$0 to
$99K

odds ratio launch

2.43

0.58

0.72

0.90

1.14

1.29

0.92

1.72

odds ratio quit

1.16

1.87

0.91

1.32

0.98

0.94

0.29

0.58

$100K $250K $500K $750K $1M
to
to
to
to
or
$249K $499K $749K $999K more

In the cross tabulation analyses of financial capital variables, Household Net Worth (2 = 26.073,
p = .025), Category of Net Worth (2 = 18.927, p = .041), and Category of Household Income (2 =
14.743, p = .064) show a relationship with the status of the venture after the 1st year of being surveyed.
Interestingly, the odds ratios for Household Net Worth (fig. 3.6) are the highest for a negative net worth
of less than -$50,000 for which nascent entrepreneurs are 2.43 times more likely to launch the venture
during the first year after being surveyed than is the rest of the group. When negative net worth is
regrouped as in figure 7, the odds ratio of the nascent entrepreneurs abandoning the venture within a
year of being surveyed is more prominent. Net worth appears to be somewhat positively related to the
odds to launch and negatively related to the odds to abandon the venture, as is category of household
income (fig. 3.8).
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Figure 3.7: Category of net worth

Odds ratio

Category of Net Worth
2.00
1.80
1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20
0.00
Negativ
e Net
Worth

$0 to
less
than
$100K

$100K
to less
than
$250

$250K
to less
than
$500K

$500K
to less
than
$1M

$1M
and
more

odds ratio launch

0.88

0.72

0.90

1.14

1.15

1.72

odds ratio quit

1.77

0.91

1.32

0.98

0.66

0.58

Figure 3.8: Category of household income
Category of Household Income
1.60
1.40
1.20

Odds ratio

1.00
0.80
0.60
0.40
0.20
0.00

$0K to
$20K

$20K to
$50K

$50K to
$100K

$100K to
$200K

$200K
and more

odds ratio launch

0.27

0.91

1.41

1.18

0.87

odds ratio quit

1.39

1.00

1.04

0.84

0.53

After separating respondents that are Immigrants from those who are born in the US from
American parents we found 52 immigrant entrepreneurs and 1045 non-immigrant entrepreneurs (second
generation Americans), the 97 cases remaining are non-responses or entrepreneurs born of one foreign
parent and are not included in the analysis. From the 52 immigrants, 48% are still in the startup process
after a year, 25% launched the business already, and 31% abandoned the venture within the year after
the first survey (25% missing values). Comparatively, the non-immigrants entrepreneurs show both a
lower rate of launched businesses (11%) and abandoned ventures (17%), leaving 53% in the startup
process (19% missing values).
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Table 3.5: Chi-squares for human, social and financial capital
ALL CASES

Variables

IMMIGRANTS

US BORN

STATUS

LAUNCH

STARTUP

ABANDON

LAUNCH

STARTUP

ABANDON

Chi Square p value

Chi Square p value

Chi Square p value

Chi Square p value

Chi Square p value

Chi Square p value

Chi Square p value

NS

NS

NS

14.882 .011

NS

NS

NS

NS

NS

6.945 .074

NS

NS

Human Capital
Age

19.253

Married

NS

.037

Education

4.958

.084

NS

NS

NS

NS

NS

NS

Industry Experience

24.273

.019

NS

NS

NS

NS

NS

19.930

Managerial Experience

23.026

.028

NS

NS

NS

NS

NS

Startup Experience

NS

NS

NS

NS

NS

NS

Small Business Owner

NS

Self-Employed

NS

Gender

NS

8.724 .003
NS

3.764 .052
NS

13.731 .033
NS

NS

NS

NS

NS

NS

NS

NS

NS

NS

NS

NS

NS

.003

Social Capital
8.169 .043

12.809 .005

Parents Entrepreneurs

5.361

NS

NS

Blau's heterogeneity Hispanic

NS

NS

NS

NS

NS

NS

NS

Blau's heterogeneity

NS

NS

NS

NS

NS

NS

NS

.069

NS

4.362 .037

5.110 .024

3.030 .082

Financial Capital
Household Income

14.743

.064

NS

NS

NS

Household Net Worth

18.927

.041

NS

NS

NS

10.449 0.034
NS

NS

8.974 0.062

NS

13.021 0.023

Table 3.5 presents the significant cross-tabulations for the venture status after one year for all
cases, then for the three possible outcomes split into immigrants vs. US born entrepreneurs. For each of
the three outcomes: LAUNCH, STARTUP, and ABANDON, the variables of interest that are significant
are different in the groups of immigrants compared to the group of non-immigrants and do not appear
identical to the ones that are significant for the venture status outcome that comprises the three outcomes
altogether. Thus, already giving some support to our hypotheses that: scores will be different between
the three different outcomes for human, social and financial capital.
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Table 3.6: Logistic regression analysis of venture being a STARTUP in Wave B

IMMIGRANTS

Variables

Model
1
(H1)

Model
2
(H2)

Parameter

β

Exp(β)

Constant

-21.203

0

β

US BORN OF 2 US PARENTS

Model
3
(H3)
Exp(β)

β

Model
4
(H1)
Exp(β)

-2.371*

β

Model 5

Model 6

(H1)
Exp(β)

β

(H1)
Exp(β)

β

Exp
(β)

0.093

Human Capital
Married

NS

Education

NS

Industry Experience

NS

Managerial Experience

NS

Small Business Owner -21.203 3.366B

NS

Financial Capital
Household Income

NS

NS

Household Net Worth

NS

NS

Social Capital
Gender

0.811*

2.250

NS

Parents Entrepreneurs

1.572†

4.817

NS

Model

df

1

7

2

-2 Log Likelihood 46.626

287.43

40.275

L Ratio X

2

4.294 **

2

0.143

0.16

0.467

0.3

11.13

2.083

Nagelkerke R
Hosmer & Lemeshow

29.21 **

10.642 **

N = 52 for Immigrants and N=1045 for US born. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01; ***p<.001 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.

Tables 3.6 to 3.8 present the results of the logistic regression with regard to the influence of the
human, social and financial capital on the likelihood that the venture is still in the startup process (Table
3.6), Launched as an operating business (Table 3.7) or abandoned (Table 3.8). The first three models of
each table present the results for our sample of immigrants, the last three for US born entrepreneurs.
Each model shows the results variables that were significant in table 3.5: model 1 and 4 present the
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results for Human Capital, model 2 and 5, Financial Capital, and model 3 and 6 present the results for
Social Capital.
For non-immigrant entrepreneurs, the results in table 3.6 show no significant influence of
Human, Social, or Financial Capital on the likelihood that the venture is still in the startup process but
the results in table 3.7 reveals a significant positive influence of:
1. Model 4: the proportion of married members of the EFT
(β =.165; p < .05; -2 Log Likelihood = 634.416; L Ratio X2 = p < .001) and,
of the EFT managerial experience
(β = .191; p < .01; -2 Log Likelihood = 634.416; L Ratio X2 = p < .001),
2. Model 5: the category of income of the household
(β = .264; p < .05; -2 Log Likelihood = 615.573; L Ratio X2 = p < .05), and
3. Model 6: the presence of parents entrepreneurs
(β = .352; p < .10; -2 Log Likelihood = 660.401; L Ratio X2 = p < .10)
on the likelihood to launch the venture within 1 year of being surveyed.
In addition, the results in table 8 show a complete different set of significance for the scores on
abandoned ventures: Model 4 shows a significant negative influence of the level of industry experience
of the EFT (β = -.219; p < .001; -2 Log Likelihood = 829.936; L Ratio X2 = p < .001), but no influence
of managerial experience or proportion of married EFT members. Model 5 shows a significant negative
influence of net worth (β = -.142; p < .10; -2 Log Likelihood = 778.99; L Ratio X2 = p < .01). No
significant influence of social capital on the likelihood of abandoning the venture has been found for
non-immigrant entrepreneurs.
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Table 3.7: Logistic regression analysis of venture being LAUNCHED in Wave B
IMMIGRANTS

Variables

Model
1
(H1)

Parameter

β

Model
2
(H2)
Exp(β)

0

Constant

β

1

US BORN OF 2 US PARENTS

Model
3
(H3)
Exp(β)

β

Model
4
(H1)
Exp(β)

14.186

Model
5
(H1)

β

Exp(β)

-2.862***

0.057

0.165*

1.180

0.191**

1.211

Model
6
(H1)

β

Exp(β)

-2.606***

0.074

0.264*

1.302

β

Exp
(β)
-2.039*** 0.1

Human Capital
Married
Education
Industry Experience
Managerial Experience
Small Business Owner -3.584*

0.028

Financial Capital
Household Income

NS

Household Net Worth

NS

Social Capital
-15.284

Gender

0
0.352†

Parents Entrepreneurs
M odel

df

-2 Log Likelihood

1.4

1

1

2

2

1

11.967

8.997

634.416

615.573

660.401

3.81 †

6.78 **

6.477 *

3.026 †

Nagelkerke R2

0.28

0.48

0.036

0.015

0.007

Hosmer & Lemeshow

0

0

6.292

5.015

0

L Ratio X2

16.131 ***

N = 52 for Immigrants and N=1045 for US born. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01; ***p<.001 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.

For immigrant entrepreneurs, the results in table 3.6 show no significant influence of human
capital and financial capital on the likelihood that the venture is still a startup after a year. Still, model 3
shows a significant positive influence of gender (β = .811; p < .05; -2 Log Likelihood = 40.275; L Ratio
X2 = p < .01) and the presence of parents entrepreneurs (β = .1.572; p < .10; -2 Log Likelihood =
40.275; L Ratio X2 = p < .01) on the likelihood of still being in the startup process in year 1. Table 3.7
show no significant influence of financial and social capital but a significant influence of small business
ownership of the respondent on the likelihood to launch the venture in the first year (β = -3.584; p < .05;
-2 Log Likelihood = 11.967; L Ratio X2 = p < .10). No significant influence of human, financial and

68

social capital has been found on the likelihood to abandon the venture in the first year for immigrant
entrepreneurs.
Our results suggest that not only there are score differences between immigrant and nonimmigrant entrepreneurs; they also suggest that within each group, there are difference in scores
between the venture being launched, abandoned or still in the startup process. This gives full support to
our three hypotheses.
Table 3.8: Logistic regression analysis of venture being ABANDONED in Wave B
IMMIGRANTS

Variables

Model
1
(H1)

Parameter

β

Model
2
(H2)
Exp(β)

β

US BORN OF 2 US PARENTS

Model
3
(H3)
Exp(β)

β

Model
4
(H1)
Exp(β)

Constant

Model 5

Model 6

(H2)

β

Exp(β)

-0.856***

0.425

-0.219***

0.803

(H3)

β

Exp(β) β

-0.555*

0.574

Exp(β)

Human Capital
Married

NS

Education

NS

Industry Experience

NS

Managerial Experience

NS

Small Business Owner

NS

Financial Capital
Household Income

NS

-0.128

0.880

Household Net Worth

NS

-0.142†

0.868

Social Capital
Gender

NS

NS

Parents Entrepreneurs

NS

NS

M odel

df

-2 Log Likelihood

1

2

9

829.536

778.99

276.39

15.636 ***

L Ratio X2

10.566 **

40.25 ***

Nagelkerke R2

0.029

0.021

0.21

Hosmer & Lemeshow

6.795

11.853

12.87

N = 52 for Immigrants and N=1045 for US born. Values represent standardized coefficients (βs).
†p < .10; *p < .05; **p < .01; ***p<.001 (two-tailed significance tests).
β = logistic regression parameter estimate.
Exp(β) = odds ratio.
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Discussion
This paper explores the influence of human, social, and financial capital as defined by Kim et al.
(2006) on the likelihood to launch or abandon a startup process and compare the results between
immigrant and non-immigrant entrepreneurs. We found significant differences in the likelihood to
launch the venture after a year of being surveyed. For non-immigrants entrepreneurs, our results suggest
that the more members of the EFT that are married, have previous managerial experience, high income
and parents that are or were entrepreneurs, the more likely the venture is to be launched. This differs in
various ways from the results for immigrants entrepreneurs. First, the explanatory variables are different,
and they are negatively influencing the likelihood of launching the venture. For immigrant
entrepreneurs, the venture is less likely to launch if the nascent entrepreneurs are already small business
owners and if the EFT is mostly composed of female members.
When it comes to the NEs who abandon the venture, we found no significant influence of any of
our variables on the likelihood of immigrant entrepreneurs to abandon the venture within the first year.
On the other hand, the more industry experience and net worth, the less likely non-immigrant NEs are to
abandon the venture. For the ventures still in the startup process, the likelihood of the venture still being
in the startup process is significantly increased by the presence of parent entrepreneurs and more male
EFT members but only for immigrant entrepreneurs. The significant association between the NEs
parents involvement in entrepreneurship and immigrants ventures still in the startup process is in
contradiction with Kim et al. (2006)’s findings but consistent with Western (1994), Butler and Herring
(1991), Hout and Rosen (2000) and Lentz and Laband (1990). Also, Human capital variables have no
significant influence on either group, being inconsistent with Kim et al. (2006)’s results.
The insignificant results for household income and net worth are consistent with Parker (2003)
and Kim et al. (2006) conclusions that household wealth is not a barrier to entrepreneurship nor does it
have a significant influence on being a nascent entrepreneur. Still, our results for non-immigrant
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entrepreneurs suggest that household income positively influences the likelihood to launch the venture
and household net worth reduces the likelihood to abandon the venture. Thus, household wealth remains
a valuable component of entrepreneurship research.

Limitation and future research
Some of the variables we used to measure human, social and financial capital may not be
appropriate for this sample and may not show any effect. Even though the implication of the NEs having
parents entrepreneurs are positive in our study, Mungai and Ramakrishna Velamuri’s (2011) study
shows a negative impact of parental self-employment failure on the offspring’s’ propensity to become
self-employed. The PSED II does not contain more information on the nature of the parents’
entrepreneurial experience. Still, future entrepreneurship research would benefit from integrating the
question of whether parental self-employment always has a positive impact on the offspring’s choice to
be an entrepreneur.
Although this paper explores ethnicity influence on venture outcome, it does not differentiate
between various ethnicities and their possible association with the outcome. In addition, our attempt to
use Blau’s index of heterogeneity as a measure of ethnicity shows no significant results in this study, we
encourage the exploration of alternative ways of measuring ethnicity of the EFTs. Limitations
notwithstanding our exploration of the influence of human, social and financial capital provides a novel
integration of the immigrant parameter and show significant differences in the antecedents of venture
status. Our findings suggest that there are not only differences in what predicts the likelihood of
carrying on a startup process, launching or abandoning a business venture, it also sheds some light on
discrepancies between immigrants and non-immigrants that need to be explore further. In sum, we
suggest that integrating immigrant status in future entrepreneurship research on venture creation and
sustainability may explain previous conflicting results.
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